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OUR CREDIT ABROAD. 


Mr. Secretary Sherman has entered upon his duties at the 
Treasury amidst auspicious cireumstances. That he has given 
an impulse to the public credit is indicated by the activity in 
American securities abroad, by the demand for Government 
bonds, and especially by the rapid succession of calls for the 
out-standing five-twenties, and by the progress of the conver- 
sion of our six per cent. debt into bonds bearing a lower 
rate of interest. For many years Mr. Sherman has had much 
to do with those conservative influences at Washington which 
have been directed to preserve the financial policy of the 
country from inflation on the one hand, and from excessive 
contraction on the other. The objective points of Mr. 
Sherman have always been the prompt refunding of the debt 
and the resumption of specie payments at as early a period 
as is consistent with safety to our commerce and prosperity 
to our national industry and trade. 

If we turn from our own financial centers, and examine 
the prospects of American securities in the money mar- 
kets of Europe, two or three conclusions seem to be well 
established. For example, it is generally agreed that a num- 
ber of rival securities which formerly competed abroad with 
American securities, have lost much of their prestige during 
the last three or four years, so that, other things being equal, 
the course is more clear for the absorption of such of our 
municipal, railroad and Government bonds, as might meet 
the requirements of investors in regard to remunerativeness, 
sound management and safety. Another fact which is also 
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established is, that the amount of floating capital in the finan- 
cial centres of Europe, which is disposed to seek investment 
in American securities, is on the increase, and that for sev- 
eral years so favorable a state of things has not existed in 
this respect. It is unfortunate that so promising a movement 
in the foreign markets should have been disturbed and its 
advantages impaired by circumstances which have occurred in 
this country, and which have been copiously discussed in the 
Pall Mall Gazette, which has usually been a trustworthy expo- 
nent of American finance. Similar criticisms have appeared 
in the London TZitmes and Economist. It is premature to 
attempt to forecast, either at home or abroad, the effects of 
these unfavorable circumstances, but they enable us to appre- 
ciate the movement of American securities, which have been 
imported through our foreign bankers more freely than is 
supposed by those persons who have not watched the course 
of this department of business with the requisite care. 

A still better use of the facts we are considering is, to 
deduce from them the proper methods to be adopted in this 
country for the rehabilitation of our credit abroad. . These 
journals suggest several points, which may be with advantage 
considered. First of all, there is the necessity for some early 
settlement in regard to the defaulted securities of the South- 
ern States. A large mass of these securities are in the hands 
of foreign capitalists, and the evil which their default has 
done has perhaps been overestimated. But there has been, 
here and abroad a growing conviction that the vigorous 
efforts which are making by Mr. Coe and his coadjutors of 
the Board of Arbitration, for the adjustment of these defaulted 
state debts, are adapted to render great services not only to 
the defaulting States and to their creditors, but also to the 
general interests of American credit in foreign countries, as 
well as at home. Another point referred to by some of our 
foreign critics, is the recent decision of the U. S. Supreme 
Court, in the Granger cases, and it is gratifying to find that 
the bad effects upon the future earning power of our rail- 
roads in the West, are not so much exaggerated in England 
as they have been very frequently in our own country. In 
illustration of this soundtendency of public opinion abroad, 
may quote from the London Economist : 

Some of the Western States appear also to be a little unstable. One cause 
of the fall in Illinois Central shares is stated to be the legislation of the State 
of Iowa, which has, in fact, altered the terms of the company’s charter, and 
reduced the authorized charges of the railway. There have been charges of a 
similar kind against other Western States; and, whether well-founded or not, 
such charges plainly indicate a danger to which the securities of such a State, 
so far as they represent undertakings like railways, in which the community to 
some extent has an interest opposed to the owners of the undertaking, are 
exposed. Each little State will be apt to legislate for its own advantage, and 
against the railway or other undertaking which is largely owned by absentee or 
foreign capitalists. We do not think the danger is generally very serious, for 
there are various restraining influences upon such States, and as they grow richer 
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and more settled, the residents acquire an interest in their own great corporate 
properties. The constitution of the United States also forbids any State legis- 
lation affecting the validity of contracts which have been entered into. But the 
clause in the Constitution, as may be imagined, is difficult to set in operation, 
and while some Western States are raw and unformed, there appears a real 
danger of legislative courses which may impair the value of the capital invested 
there. 

Among the most important changes which have _ been 
proposed one is as to the necessity that the shareholders of our 
great corporations should be enabled to exert more of prac- 
tical, effective control in the management of their property. 
This is a fruitful subject of inquiry, and we have frequently 
attempted to aid in the solution of some of its numerous 
problems. The English and French holders of our securities 
are disposed to conclude that Congress should take into its 
hands the control of the railroads throughout the United 
States, instead of leaving these important highways subject 
to the conflicting and varying legislation of the several 
States, which in some cases has been exerted to the injury 
of the property. It may perhaps be true that at some future 
stage of our financial and political progress, the change here 
recommended could be with advantage and safety adopted, but 
as at present the obstacles appear to be insuperable, we must 
dismiss this projected reform for the present. Another sug- 
gestion is, that in the case of corporations whose stock is 
largely held abroad, a sound policy requires that the 
foreign shareholders should be qualified to serve as directors. 
Hence it is proposed that all laws should be repealed which 
forbid foreigners from being directors of joint-stock com- 
panies in the United States. The argument is that if this were 
done, foreign capital would be poured into many enterprises 
from which it is now repelled, and that capitalists abroad 
might then be expected to add to their investments in 
America, and to enlarge the flow of capital from Europe to 
the United States. In this case the difficulties of adopting the 
suggestion which has been made are not so insurmountable, 
and we commend the project to the candid examination of 
those members of our New York Stock Exchange who are 
anxious to rehabilitate American credit abroad, and to place 
our securities on the high basis of value to which their 
intrinsic merits will raise them so soon as subordinate obsta- 
cles such as those we have mentioned and which have 
so long checked the growth of American credit, can be moved 
out of the way. When the gentlemen composing the Board 
of Adjustment for the defaulted securities of the Southern 
States have closed the important labors which they have in 
hand, we would suggest that they might do good service 
by taking up some of the defaulting railroad securities, so 
that if possible the depressing influence with which these 
defaults have tainted the reputation of American investments 
abroad may be to some extent counteracted. 
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THE U. S. SUPREME COURT AND THE STATE 
TAXES ON THE BANKS. 


The official report of the judgment in the tax case of the 
Gallatin Bank vs. The Commissioners of Taxes and Assessments in 
the City of New York, is published in full on page 888. of this 
issue. It will be seen that the decision turned upon two 
questions. First, does the law of the State of New York 
require the assessors to appraise bank shares at their par 
value, or at their full and true value? And secondly, is the 
law, as it stands, valid under the constitution of the United 
States? 

As to the first question, the court decide that by the 
law of 1866, second statute, page 1647, chap. 71, and by 1 
Revised Statutes, 393, section 17, the Legislature of the State 
of New York, has provided that bank shares shall be assessed 
on the value of the stock, and at “their full and true value 
as the assessors would appraise the same in payment of a 
just debt due from a solvent debtor,” deducting the propor- 
tional value of the real estate owned by the banks. As this 
is precisely the view contended for by the New York 
assessors, they included in their appraisal the reserves and 
the surplus of the bank. In this, they did what the law 
required of them, for as the court hold, the reserve fund “is 
as much a part of the property of the bank, and goes to fix 
the value of the shares equally as if it were not called by 
that name, but remained as a part of the specie, bills dis- 
counted, or other funds of the bank, undistinguished from 
the general mass.” 

With regard to the second question, whether such a tax 
law violates the rights of the National banks, and is forbid- 
den by the constitution of the United States, the court argue 
that there is no such violation, and that the law as it stands 
is not unconstitutional. These points are briefly discussed by 
Mr. Justice Hunt, in delivering the opinion of the court. He 
shows that the act of Congress of June, 1864, imposes but 
two restrictions upon the right of the State governments to 
tax the shares of the National banks. These restrictions are, 
first, that the State taxation shall not be “at a greater rate 
than is assessed upon other moneyed capital in the hands of 
individual citizens of such State.” And secondly, “that the 
tax so imposed shall not exceed the rate imposed upon the 
shares of any of the banks organized under the authority of 
the State where such association is located.” In interpreting 
these two restrictions, the Supreme Court decided in a former 
case that “in making assessment of bank shares by State 
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authority, it was competent to assess them at any amount 
above their par value.” Against this view it was argued by 
counsel that by the law of 1865, passed by the Legislature of 
the State of New York, it was declared that bank shares 
should not b® assessed above their par value. To this Mr. 
Justice Hunt replies, that as the statute in question was 
declared invalid by a decision of the Supreme Court, a short 
time after it was passed, no bank could acquire under it any 
right whatever to have its shares assessed at their par value, 
or below it. As we have recently discussed this question, 
and shall recur to it hereafter, we will only add here, that 
the court declared the act of the State of New York, in 1866, 
imposing taxation on the shares of National banks, was in 
accordance with the provisions of the constitution of the 
United States, and that the tax commissioners had done 
right in fixing the taxable value of such shares at fifty-nine 
dollars each, although the par value of such shares is fifty 
dollars each. 

Several important deductions are suggested by this decision. 
In the first place, the duty is obviously incumbent upon our 
National banks to unite themselves firmly together to obtain 
a remission of the excessive fiscal burdens which are doing 
so much harm. The profits of the banking business are now 
so much reduced below those formerly obtained, that the 
present scale of taxation is intolerable, and is driving multi- 
tudes of our banks out of the business. Since the agitation 
began in this city, our Clearing-House banks have diminished 
their aggregate capital by sixteen and a half millions of 
dollars. A further reduction is even now going on, which 
will be most prejudicial to our banking system if its progress 
be not stopped. At the next session of Congress, a vigorous 
effort is to be made for the relief of the banks from the 
excessive tax burdens under which they have so long been 
crushed, and all the banks throughout the country should see 
to it that the members of Congress from their several dis- 
tricts are thoroughly informed as to the facts. 

Secondly, something ought to be done to render our State 
taxes upon the banking business more impartial and uniform 
throughout the country. The Comptroller of the Currency 
shows in his last report that the taxes levied by the State 
governments on the banking business, vary to a most extra- 
ordinary degree. The unequal rates of taxation upon the 
banking business in the various States, have frequently been 
the subject of severe criticism. Not only are these taxes 
more than twice as much in some States as in others, but 
they are the heaviest in some of those sections of the coun- 
try which have the most urgent necessity for fostering and 
increasing the growth of their banking facilities. Without 
entering into the details of these inequalities, we may simply 
offer two or three suggestions in regard to the needful reform 
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of this part of our fiscal system. In the first place, it is a 
mistake to suppose that the banks desire to escape their fair 
share of taxation. The fiscal relief which the banks are now 
for the first time in their history united in seeking from the 
Governments, State and National, by which tMey are taxed, 
is supported by several important arguments, all of which are 
based upon the constitutional principle that taxes should be 
impartial, and should not discriminate either for or against 
any particular interest. Now, it is well known that the bank 
taxes discriminate against the men engaged in banking, and 
are driving large sums of capital out of the business. Much 
has been written on this subject, and as it appears to be 
universally admitted that the methods of taxing the banks on 
State authority need revision, we would recommend to the 
American Bankers’ Association, or to some other body inter- 
ested in fiscal questions, to compile a digest of the bank tax 
law of the several States in the Union, and to publish the 
complete statement of all these laws in as brief, compact, and 
intelligible a form as possible, in order that out of the chaotic 
and confused mass of fiscal provisions, some orderly and 
symmetrical system of taxation may be devised and recom- 
mended, which would accord with our general tax methods 
on the one side, and would be fair and equitable on the 
other. The labor involved in such a compilation would no 
doubt be great, but if the digest be efficiently made, it will 
be well worth all the labor and expense which are indispens- 
able to its production. 

Thirdly, we may object that the decision of the court 
in this case was rendered without examination in detail 
of the important grounds on which the bank claimed the 
reduction of the assessments, made by the commissioners. It 
was founded on a previous decision of the court in the case 
of Van Allen vs. The Assessors, 3 Wallace 573, which was sup- 
posed by the court to control the case of Gallatin Bank vs. 
The Commissioners. In thus deciding, the court ignored the 
fact that the application of the Gallatin Bank was principally 
based on two grounds; first that the Enabling Act, of the 
State of New York, in the clause which subjected shares in 
converted banks to taxation, contained a provision that the 
tax to be imposed should not exceed the par value of the 
shares. In this provision a legislative contract was authorized 
with those banks that accepted the terms laid down in the 
Act. The Gallatin Bank, with other similar state institutions 
accepted the terms, completed the contract, and entered into 
the possession, under this contract, of rights and privileges 
which, as is affirmed, the Legislature could not afterwards 
repeal. 

The other ground was, that even if there were no such 
contract between these banks and the State, the present tax 
law of New York, which imposed a tax on the value of 
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bank shares without allowing for the difference necessarily 
resulting from the surplus of twenty per cent., which the 
National banks are obliged to reserve under section 5199 of 
the U. S. Revised Statutes, infringed the rights of the National 
banks, because it imposed on them a burden not borne by 
the State banks which are exempt from the obligation of sec- 
tion 5199 to hold the twenty per cent. surplus. It was 
argued that this inequality is a violation of the rights of the 
National banks as fiscal agents of the United States Govern- 
ment, which rights were expressly reserved to them by the 
National Currency Law. 

The Supreme Court without considering either of these 
specified grounds for claiming a reduction in the tax assess- 
ments of the Gallatin National Bank, seem to have felt 
themselves bound to deny the application, because, as they 
supposed, they had previously in the case just referred to, 
declared the taxation clause of the New York Enabling Act 
of 1865 to be invalid, so as to destroy the force and validity 
of all contracts founded upon any of its provisions, and that 
all claims under the provision and contract relied on by the 
Gallatin Bank necessarily failed with the clause of the Ena- 
bling Act, on which they claimed to be founded. 

But if we admit for the present that the several parts of 
the rejected clause, are so connected that the invalidity of 
one part destroys the other, and that the invidious inequality 
of taxation between the National and State banks, forms no 
objection to the present tax law of the State of New York; 
and also that the decision referred to would be conclusive 
if it did declare as the court now supposes, there still 
remains the question whether this decision does in reality lay 
down the proposition which the court has ascribed to it. 

If we refer to the case as reported 3 Wallace 573 we shall 
find that in the opinion which was written by the late Mr. 
Justice Nelson, the court does not, in terms declare the 
clause in question to be invalid. What the court says, is 
that this clause is “wanting in conformity with the National 
Bank Act.” This want of conformity consists merely of an 
omission from the clause, of a provision contained in the Act 
of Congress limiting the taxes imposed on National banks to 
the rate imposed on State banks. If then, the clause is here 
declared to be invalid, it must be, not expressly but only 
by inference, and because the want of validity is a necessary 
consequence of the want of conformity of the kind indicated. 
On the part of the National banks it is denied that this 
inference is sound in logic or in law. 

It is not true that in all cases and without any 
exception, the want of conformity with the laws of the 
United States impairs State legislation or renders it invalid. 
Of course we do not deny that incidentally and in some 
cases this want of conformity does carry with it the conse- 





824 THE BANKER’S MAGAZINE. [ May, 


quence of invalidity, but it is argued by eminent jurists, on 
the citation of numerous authorities that in the great major- 
ity of cases invalidity does not necessarily result. The effect 
of the want of conformity between State laws, and the Stat- 
utes of the United States depends entirely upon its charac- 
ter. And only when it is such that the State law is incapa- 
ble of execution without infringing the rights, powers or 
duties of the Federal Government is the want of conformity 
of any importance whatever. The distinction here contended 
for will perhaps be rendered clearer by an illustration. Sup- 
pose that this taxation clause of the New York Enabling Act 
of 1865, instead of authorizing as it does, the taxation of 
bank shares, had authorized the taxation of bank capital, 
such a want of conformity would, no doubt, have been 
fatal; for the clause could not have been acted upon other- 
wise than by laying a State tax upon the capital of National 
banks, and this was forbidden by the Act of Congress. 
But such a want of conformity as this is totally differ- 
ent from the want of conformity indicated by Judge Nel- 
son. The New York ‘Enabling Act, as it stood and as he 
adjudicated upon it, authorized a tax on shares, and the 
clause which did this, so far from being inconsistent with 
the National Bank Act, was in fact very nearly a copy of 
one of the clauses in that Act. If the State had previously 
adopted the system of taxing the shares instead of the capi- 
tal of State banks, it might under this authority have taxed 
also at once the shares of National banks at the same rate. 
To this extent therefore, the clause must have been valid. 
It will perhaps be replied, that when the State of New 
York in the fiscal laws and passed by virtue of the 
authority conceded by Congress to tax the shares in the 
National banks, it did not impose taxes on the shares of 
the State banks and consequently that under the existing 
law of the State the authority could not have been executed 
without violating the Act of Congress. This we admit, 
but it does not follow that the authority is invalid. The 
tax law might be at the time incapable of execution, but 
it is by no means certain that the law must therefore be 
incapable of execution at some future time. Whenever the 
State chose to tax the shares of State banks, it could, under 
the authority of this clause, tax also the shares of National 
banks. It thus appears that the clause in the State law 
may have been temporarily inoperative, but it is not for 
this reason invalid, any more than a man is dead when he 
has his hands tied. It may be objected also that the 
clause was invalid in the enabling Act of 1865, because it 
might be so construed as to authorize its execution beyond 
the limits prescribed by Congress. In other words, as this 
law did not limit the taxation it imposed by inserting the 
restrictive clause of the National Bank Act, it was defective 
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and capable of being used to impose fiscal burdens on the 
banks beyond the maximum allowed by the U. S. statute. 
But this objection leaves out of view the fact that the 
restriction in question was as effective while it existed only 
in the Act of Congress as it could have been if repeated 
in the State law. If a State law is to be held invalid 
because it does not reiterate all the provisions by which 
every form of action that can be taken under it should 
be restricted, then a vast amount of State legislation must 
be at once wiped out. If we should begin to apply such 
a dangerous and revolutionary principle as this, perhaps 
even the New York Tax Law of 1866, under which 
the tax was imposed, that is, complained of by the Galla- 
tin bank in this case, could be successfully assailed and 
it might have to go with the rest; for it authorizes the 
taxation of shares in National banks, and nevertheless, it 
omits the clause of restriction contained in the U. S. statute. 
If the omission of this restrictive clause was fatal to the law 
of 1865, should we not, by parity of reasoning, expect it to 
be equally fatal in the case of the tax law of 1866. 

It would be easy to multiply arguments to show that the 
taxation clause of the New York Enabling Act of 1865, was 
not to be held invalid by reason of the want of conformity 
pointed out by Mr. Justice Nelson. Indeed, the Judge him- 
self said that the defect was of little importance and might 
be easily remedied. A statement quite inconsistent with its 
being fatal. The whole of the arguments in Judge Nelson’s 
decision, in the case of Van Allen vs. The Assessors, show when 
carefully analyzed that his objection was not so much to the 
clause of the Enabling Act of 1865, as to the manner in 
which it was carried out; and his remarks on its want of 
conformity with the Act of Congress applied only to such a 
construction of the clause as might be, or had been, con- 
tended to justify the action taken under it. 

Finally, the case before us suggests the importance of losing 
no time in the prosecution of the plans for lightening the 
pressure of the bank taxes. For some years past it has been 
supposed by many persons that the U. S. Supreme Court 
would in some way interpose and relieve the National banks 
of a portion of their fiscal grievances, and that afterwards it 
would be more easy for the other members of our banking 
system to obtain the repeal of the mischievous taxation by 
which they are themselves oppressed. These expectations are 
now at an end. In the case before us, the Supreme Court 
has decided that there is nothing in the constitution or 
statutes of the United States, to restrain or prevent our State 
Legislatures from imposing the present unequal taxation upon 
the National banks, hence, the only remedy within the power 
of the institutions which suffer from it is to go to the 
State authorities without delay, and to make the facts so 
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apparent to the members of their various Legislatures as to 
bring the desired relief. In this work, which will require to 
be done in all the States, and may with advantage be carried 
on at the same time in- most of the States, the American 
Bankers’ Association will no doubt take a conspicuous part, 
and will show the advantages which, in tax reform, as in 
other beneficent movements are only to be secured by organ- 
ization and by united effort. 


MERCANTILE FAILURES OF 1877. 


™ 


If we may judge by the number and extent of the failures 
last year in the United States and Canada, the pressure of 
the mercantile and financial distress which has prevailed 
since the panic of 1873 has shown only a partial and slow 
abatement. The reports just published prove that, as com- 
pared with the corresponding quarter of last year, the num- 
ber of mercantile failures in the first three months of 1877 
has been increased, while the aggregate liabilities have 
diminished. The subjoined table gives a comparative view 
of the number of the commercial failures of the past three 
months, as well as of the liabilities, compared with those of 
the previous two years: 


MERCANTILE FAILURES, 1875-1877. 
First Quarter. Total for the Year. 


No. of Amount of Average No. of Amount of Average 
Years. Failures. Liabilities. Liabilities. Failures. Liabilities. Liabilities. 


1875 . 1,982 . $43,176,953 - $21,784 . 7,740 . $ 201,060,333 . $25,960 
1876 . 2,806 . 64,644,156 . 23,038 . 9,092 . I91,117,786 . 21,020 
1877 . 2,869 . 54,538,074 . 19,010 . —— . —— ._— 


One of the chief facts of importance suggested by these 
Statistics is, that though the aggregate losses by failures are 
increasing, the average liabilities of each insolvent firm are 
diminishing. Various reasons are assigned for this change. 
One of its causes is no doubt the difficulty which many 
men of small resources experience in obtaining credit. The 
London Zconomist has argued with some show of reason that 
the pressure of our financial distress is extending, so as to 
crush smaller and weaker classes of traders, who were for- 
merly exempt from its influence. There is some truth in 
this view of the case, but it has misled many persons into 
the false conclusion that the severity of the panic is increas- 
ing in this country, and is becoming more and more exhaust- 
ing to the productive resources of our people. In the 
following table, Messrs. Dun, Barlow & Co. give the details 
of the failures in all the several States and in Canada: 
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MERCANTILE FAILURES, 


First Quarter in 1877. 
lai 


States and 
Territories. 


23 


Io . 


Delaware 
Dist. of Columbia.. 
F lorida. sabsauabedsaaes 


a dads cssscaseess 
City of Chicago.... 
Indiana. 


City of Boston 
Michigan 
Minnesota 
Mississippi. .......... 
MAGAGUEL. . occccoeseese 

City of St. Louis... 
Montana. . 
Nebraska 


New Hampshire.... 
New Jersey 


City of New York. 
North Carolina 


City of Cincinnati. 
Oregon 
Pennsylvania 

Philadelphia........ 
Rhode Island. . 
South Carolina 
Tennessee. ......00 
Territories 


WERE 5 sccsassccass 
Virginia & W. Va.. 
Washington Terr... 
Wisconsin 
Wyoming 


Total 


“No. of 
Failures. 


Amount of 
Liabilities. 


2,062,000 


98,900 . 
558,559 « 
976,217 . 
179,900 . 
1,851,423 . 
16,000 . 
106,500 . 
115,700 . 
23,000 . 
484,456 . 
24,500 . 
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JANUARY TO MARCH, 1877. 


First Quarter in 1876. First Quarter in 18756 
EAS CELT LS SOI ES A 
Amount of No. of Amount of 


No. of 


Failures. 


$489,731 . 


es |. 
Nv OO Nv 
6. ee Se 


fea) 
= COUn ke OW N OD 


3,302,300 . 
1,131,615 . 
1,053,300 . 
74,200 . 
2,313,650 . 
126,000 . 
291,200 , 
604,900 . 
2 385,085 ; 


I 3059, 800 


2,407,984 . 
422,560 . 
516,389 . 
375,642 . 
821,000 . 


83,990 ; 
3525743 - 
151,662 . 
691,000 . 

+ 5,704,712 . 
- 11,917,796 . 
F 173,165 . 
1,993,995 - 


1,041,648 


71,600 . 
2,685,766 . 
1,481,980 . 

848,177 . 

792,260 . 

411,100 . 


804,923 . 
26,000 . 
232,463 . 
432,817 . 
14,C0O . 
7752254 - 


$ 54,538,074 


$7,576,511 


Liabilities. 


67,000 


30,000 


6, 157,000 


34441839 - 
263,477 - 
311,046 . 
653,200 .« 
580,933 : 


55,000 


51,200 . 


32,000 


217,500 : 
657,747 - 
6,035,968 .« 
9,513,548 - 
482,585 ° 
2,113,005 . 


730, 809 


25,300 - 
3,125,174 - 
1,322,220 . 

982,191 . 

725,858 - 


635,896 . 


6,000 
437,000 


2,121,665 : 
162,664 . 
1,039,712 . 


37,000 


$ 64,644,156 


$ 7,418,030 


$ 256,300 . 


97700 - 
1,201,398 . 


50,000 
1,722,394 - 


85,000 ; 
4,477 - 


2,080,276 . 
3,500 . 
2,962,500 . 
3,097,200 .« 
1,322,521 . 
1,180,080 . 
171,500 . 
1,218,953 ° 
5539525 - 
669,450 7 
793,492 _ 
4,022,560 . 


Liabilities. 
$ 366,000 


Failures. 
1S 

i? 27,000 

675,971 


lL 1 Be 


297,761 


65,000 
28,824 
160,000 
1,037,300 


> 
a 


2,385,018 
1,661,349 


~ 


511,041 
250,000 
418,450 
1,199,550 


120,000 


81,758 
2,694, 562 
8,490, 500 

123,000 
I, 187, 155 


4,927,606 


476,394 
989,236 
143,765 
546, 702 
660, 100 

31,200 
642,765 


419, 384 


* 
. 
7 
. 


1,733 $38,873,222 


396 $4,141,340 





$28 THE BANKER’S MAGAZINE. [ May, 


There are two circumstances pointed out in the circular 
before us which are well worthy of consideration, in view 
of the last quarter’s increase in the number of mercantile 
disasters and in their amount. First, the general business 
of the country has been much less active than was an- 
ticipated. Thirteen of the twenty Clearing Houses in this 
country report an aggregate of clearings, in the first quarter 
of 1877, amounting to 7,550 millions against 7,677 millions 
last year. From this salient fact, as well as from a multi- 
tude of other circumstances, we have the indubitable evidence 
that the business of the last three months has not only failed 
to revive and to reach the high level of activity which was 
predicted, but this aggregate has not even equaled that of 
last year, which was notoriously a low one. There is little 
doubt that many of the unfortunate traders who figure in 
the insolvent lists, whose aggregates are given above, owe no 
small part of their misfortunes to disappointed expectations 
of business and to the expenditure of capital belonging to 
themselves and their creditors, in preparing for business 
demands which were expected and prepared for in vain. 

Secondly, it must be remembered that a much _ smaller 
amount of capital is now at work in the commercial circles 
of the country, than at any previous time for several years 
past. A few months ago this fact was recognized and made 
public in a noteworthy manner by Messrs. Dun & Co., who 
announced that they had reduced the ratings of the whole 
body of dealers in their encyclopedic report. This course 
attracted very little remark at the time, but it was really 
one of the most interesting and suggestive of the economic 
facts which have been for some time published in this coun- 
try. We shall not attempt any elaborate discussion of it in 
this place as it only offers itself incidentally as connected 
with the mercantile failures which have recently occurred. 
These troubles for the past quarter have involved an aggre- 
gate of more than fifty-four millions of dollars. If the 
remaining quarters of the current year are to be equally 
prolific, the mercantile disasters of 1877 will exceed 200 mil- 
lions. But the total capital, out of which these 200 millions 
will have been lost or implicated by insolvency, is a much 
smaller sum than that which yielded the 200 millions of fail- 
ures of 1875. In other words the proportion is increasing 
more rapidly than appears between the losses by the failures 
and the aggregate business capital of the country out of 
which these losses must be paid. 
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THE TRUE FUNCTIONS OF BANKING. 
BY GEORGE WALKER. 


( Second Article.) 


In my last article I spoke of the most important function 
of the banking business, namely, of loans and discounts. In 
the present article I shall speak of deposits and circulation. 
In the natural order of things, these functions should have 
been properly considered first, but to do so would have post- 
poned the definition of banking, by which I sought to explain 
the origin and the necessity of the business. Before a bank 
can lend, it must have the means of lending. These come 
from three sources: 1, capital; 2, deposits; 3, circulation. 
When the business is profitable, the capital forms a much 
smaller part of the aggregate loan fund than the other two. 
I well remember the reply of a distinguished financial author- 
ity in England to my remark, that banking was a far more 
profitable business in Great Britain than in the United States. 
“ Ah,” said he, ‘but you must remember that in the United 
States you bank on the capital of your stockholders, while 
in England we bank on the money of our depositors.” 
Although this general fact is known to most of the pro- 
fession, the figures which illustrate it may not be familiar, 
and it will not be uninteresting to state a few recent 
statistics of English banking. The paid-up capital and 
surplus of the five old joint-stock banks of London, 
namely, the London and Westminister, London Joint- 
Stock, London and County, Union, and City, amounted 
on the 31st of December, 1876, to £ 8,780,000 or $ 43,900,000. 
Their deposits amounted to £ 83,875,000 or $ 419,375,000, 
being nearly ten times their capital. Now, although 
the lending rate of money was not more than two or three 
per cent. throughout the year (I have not the exact figures 
before me), the dividends of these banks, for the year 
1876, were fourteen, sixteen, sixteen and one-half, thirteen 
and one-half, and eight per cent. respectively ; none of these 
banks issue circulation. The profits of English country banks 
are even more remarkable. Thus taken at random, a bank 
at Whitehaven (Cumberland), divided twenty per ceut.; 
another in the same county, at Carlisle, twenty-two per cent. ; 
one at Halifax (Yorkshire ), eighteen per cent.; and one in 
Hampshire, twenty per cent. All English banks, except the 
Bank of England, pay interest on deposits, and these great 
dividends were earned out of the small difference between the 
rate paid, and the lending rate on an amount of deposits 
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far exceeding capital. Such large deposits are not a healthy 
indication ; on the contrary they show the extreme depression 
of business in England, and the vast amount of idle capital 
waiting for investment or active employment.* Deposits, in 
short, are watting capital; they are always this and nothing 
more. The business of the world is carried on by means of 
a Loan Fund, which is made up of two elements, the small- 
er being the capital of moneyed institutions, ( banks, savings 
banks, insurance and trust companies,) and by far the larger 
uninvested profits. As the business of each year brings its 
quota of profit, and pours it into the common fund, invest- 
ments draw out nearly an equal amount from that which has 
waited longest, and plant it in fixed property. Till the owner 
of the profits has decided what to do with them, they go 
into loans, usually through the instrumentality of banks, and 
become a part of the great floating capital by which indus- 
tries are moved. JVatural deposits are largest when business 
is dull, artificial deposits when it is active, for reasons which 
I will presently explain. It must not, however, be supposed 
that deposits come only from the owner of profits waiting to 
be invested. A very large, and in banks of discount proba- 
bly much the larger part, comes out of the working capital 
of business men. I have explained that every business 
requires floating capital to pay for its materials, and its labor, 
and to carry its products until they are sold; but it ought 
to have a margin over and above this, to provide for contin- 
gencies ; to avail of favorable opportunities for buying new 
stock, and to protect any discounted paper which may be 
dishonored by the makers and come back upon the endorsers. 
These are the unavoidable necessities of prudent business ; 
but beyond them there is an artificial necessity for keeping 
deposits, which every American bank officer and every dealer 

* Since the above article was written, I find the following pertinent observations in_ the 
Economist's Commercial History and Review of 1876. In commenting on the statement of the 
London Joint-Stock Banks for the last half year, the writer says: 

*‘In the first time for a very long period, the total liabilities of most of the leading banks 
exhibit a decrease compared with June, ’76, and a still further decrease compared with Decem- 
ber or June, ’75. The decrease of the last six months is (say) two millions (sterling); the 
decrease from June, ’75, is seven millions.” 

These diminutions of deposits are the result of one set of causes started by the banks, and of 
a second set of causes arising out of the reduced rate of accumulation in the country at large, 
as a consequence of unprofitable trade. On the side of the banks, there has been a reduction 
of the allowance of interest on money left on deposit; and a total discontinuance of the rules 
under which interest was allowed, in some form or other, on current accounts. The effect of 
these changes have been Jvo tanto to withdraw and divert money from the banks, and compel 
the owners of it to find other investments of a more permanent character; a change in itself 
entirely wholesome. The lessened surpluses or profits of trade have contracted the funds which 
peice and generally find their first lodgment, for long or short periods, in banks. 

“« The events of the half-year, therefore, have been of no small importance in the history of 
London banking, inasmuch as they have given a very decided check to the doctrines and prac- 
tices which were becoming established in favor of indefinite enlargement in the attractiveness 
and scope of Deposit Banking. It was thought and said that a bank could not fail to increase 
its profit by attracting, by liberal rates of interest, as many deposits as possible; and hence of 
late years, the progressive advancement of the liabilities for cash deposits and acceptances. The 
Bank of England minimum rate was relied on to afford a true index of the market, and a profit 
of at least one per cent. was assumed as certain between the rates to be allowed, and the rates 
to be charged. We have now arrived at a time when the Bank of England rate has almost 
of necessity ceased to be a true index of the market rate, and when for a bank to make any 


profit at all, it must be governed absolutely by such possibilities as may exist from day to 
day, in employing its money at any, even the smallest, rates.’”’ 
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will think of before I mention it. This results from the implied 
obligation, on the part of those who expect liberal discounts, to 
keep a good account. It is an indirect way of paying more 
than the nominal rate of discount, and of thereby establish- 
ing a right to be accommodated. I do not know how far 
this obligation exists, or is insisted on in England, but prob- 
ably much less than in this country, where to a great extent, 
usury laws still prevail. Banks can never get more than the 
current value of money, but they are constantly compelled by 
statute to take less. Artificial deposits are one of the conse- 
quences of unjust legislation, and like every other subterfuge 
bear very unequally on the borrower; for the deposits 
required to secure liberal discounts are not graduated with 
the same accuracy as the rates at which the paper discounted 
would pass in a perfectly untrammelled market. 

It results from what I have said, that a large part of bank 
deposits are nothing more than loans withheld from the bor- 
rower. I stated in the beginning, that each of the three 
banking functions grows naturally out of the other, and this 
would be perfectly true of deposits, even if the free use of 
them was not restrained by bank usage. If the seller of pro- 
ducts gets the buyer’s note discounted, he does not generally 
need to use the whole proceeds at once, and what he does 
not need he leaves in bank for his own convenience. Thus 
legitimately as well as illegitimately deposits grow out of 
discounts. 

Before leaving this subject of deposits, there are two ques- 
tions touching them which ought to be adverted to ; the first 
is whether or not a bank should pay interest to the deposi- 
tors ; and the second, which is rather scientific than practical, 
whether they are in any sense circulation. The question of 
paying interest on deposits has been discussed as often at 
least as a crisis has occurred, followed by a revival of busi- 
ness, and it will probably never be definitively settled. It is 
not, in fact, a question of principle, but of prudence and 
expediency ; so that the practice is sometimes defensible and 
at others indefensible, or highly inexpedient. The arguments 
in favor of it are, that banking is nothing but the trade of 
buying and selling capital, or, in common language, money ; 
that even for the shortest interval the use of money is worth 
something, and the owner is entitled to that something. 
Thus we daily see. in Wall Street, and all great money 
centres, a price fixed for the use of capital till to-morrow. 
A day is a life time to a man whose account is not good at 
the bank. Again, it is for the public advantage that capital 
should not be idle; it is a servant who has no need of sleep 
nor recreation, and who never tires. Why then should he 
not be made to work, like an automaton, all the time? The 
greatest national efficiency as well as economy would seem to 
be promoted by keeping every dollar earning, just as every 
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skillful shipmaster keeps every sail drawing, by night as well 
as by day. 

England is the great exemplar of this system. In no other 
country has economy in the use of capital been carried so 
far. It is popularly said that all England settles its accounts 
in London every night. The smallness of its territory and 
the high perfection of its systems of correspondence, makes 
this possible to a degree quite unknown elsewhere. The 
system of clearing, the most refined and perfect outgrowth of 
modern banking, is in no country so thoroughly carried out 
as in England. Not only is there a high degree of economy 
in the use of capital in general in Great Britain, but this is 
especially true of its representative, circulating money. While 
there has been a considerable growth of metallic money 
within the last thirty years, the bank note circulation has 
hardly increased at all; while within the same period produc- 
tion and trade have increased fourfold. Although the cash 
held in the Bank of England seems to us very large, (it is 
now twenty-six and three-quarter millions sterling, against a 
circulation of only twenty-seven millions and a half,) that 
held by all other banks both in London and the provinces, 
is very small. I remember the LZconomist saying some ten 
years ago, in comparing it with the legal-tender reserve of 
the National banks of the United States, that all the cash of 
all the banks in Great Britain did not probably amount to 
five per cent. on their circulation and deposits. This is sail 
ing very near the wind. 

Against the payment of interest on deposits, the following 
are the arguments: As a rule, bank deposits in this country 
are payable on demand, though they are occasionally taken 
for a definite time, or upon a certain required period of 
notice. In England, time deposits are much more common. 
Whether taken on call or on time, if interest is paid on them 
—it matters not at what rate—they must be loaned, or the bank 
taking them will lose money. It is safe to assume that a 
certain proportion of aggregate deposits will not be called 
for suddenly, and that portion may be loaned on short mer- 
cantile paper. Prudent bankers consider that from twenty to 
thirty-three per cent. of deposits should not be loaned, but 
should be held as a reserve. The directors of the Bank of 
England arrived at the conclusion, nearly fifty years ago, 
that one-third was not too large a reserve on circulation 
and deposits. Very few American banks have ever adhered 
to so conservative a rule. A _ signal exception existed in 
Louisiana, when, under the Bank Act of 1842, the New 
Orleans banks were required to hold one-third of their circula- 
tion and deposits in specie, and two-thirds in negotiable 
paper, having not more than three months to run, and not 
renewable at maturity. I have often spoken of this statute 
in previous publications, and I[ think it so admirable a piece 
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of legislation that I propose, at some future time, to offer to 
the BANKER’s MAGAZINE a separate article in relation to it. 

If interest is paid on deposits the temptation to loan too 
large a part of them is much increased. It is true that the 
rate paid in this country is usually several per cent. below the 
lending rate, but when the expense of handling and taxes are 
deducted, if a proper reserve is kept, there is not much margin 
for profit. A bad feature of the system is that where interest is 
paid deposits accumulate when money is abundant, and are 
withdrawn when it is scarce; so that the fluctuations in the 
deposit line are greatly increased. When this is the case 
the bank cannot maintain an even business, nor accommodate 
as large a body of regular customers as its resources at times 
would seem to warrant. A larger proportion than otherwise 
of its deposits must be invested in the purchase of paper, or 
lent on collateral, or at call. The difficulty with call loans 
is to find proper security. It must be of a solid character, 
always convertible into cash, and not subject to great fluctu- 
ations of market value. Where, in the present state of the 
market for public securities and stocks, are such collaterals to 
be found? United States stocks and bonds of the solvent 
States, are very scarce and firmly held. The amount avail- 
able for collaterals is quite too small to absorb the money 
offered for loan. There are left only railway bonds and 
shares, telegraph, coal, and mining stocks, and a few miscel- 
laneous securities. In the light of recent events, how far can 
a majority of these securities be trusted? It seems to me 
that banks will be driven to loan, to a larger extent than 
formerly, on pledge of staple commodities. Such loans have 
not heretofore been favored by the banks of New York, or 
any of the Eastern cities. They seem to me preferable, how- 
ever, to stocks and bonds, as to the value of which there is 
very little accurate knowledge. Tangible property, of a kind 
always salable at a price, held by proper vouchers, taken at 
a sufficient margin, and adequately insured, ought to offer 
impregnable security. I am not aware that the Chicago 
banks, which make most of their loans on such security, meet 
with heavier losses than those of Eastern cities, and there is 
one bank in New York which, I am informed, is doing a safe 
and profitable business of this character. 

Just as England is the best national illustration of economy 
in the use of money, so is France the exemplar of the opposite 
system. As compared with Great Britain, France has few 
banks, and those that exist are conducted on very different 
principles from those of England. The volume of deposits is 
relatively small. Only the largest mercantile houses are 
accustomed to keep bank accounts; among tradespeople, 
shopkeepers, and individuals out of business, they are by no 
means common. Payments between dealers are largely made 
in cash, and the porters still go, periodically, from one place 


54 
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of business to another, settling accounts with bags of silver. 
The consequences of this system are that much more money 
is held in the hands of the people, carried in pockets, and 
kept in strong boxes and money drawers, than in England or 
the United States, and the deposit line of banks is both 
smaller and less subject to fluctuations.* So far as stability 
of business is concerned, that stability depending on an even 
money market and a more uniform rate of interest, the 
system has great advantages. Capital is not so actively 
employed, and the use of money is not so closely economized. 
There is probably a smaller current profit, but on the other 
hand there is a greater exemption from crises, and from the 
frightful losses which result from them. The penny in Eng- 
land is sometimes too nimble. In the long run, that 
country is most prosperous, not that makes the most but 
which loses the least. It is probably true that in respect of 
business losses, as well as of individual economy, France has 
greatly the advantage of the Anglo-Saxon nations. As to the 
greater prevalence of individual economy there is no doubt. 
It is enough to repeat the statement of Sir Robert Peel, “ that 
in England, one person in five spends his entire income or 
earnings, while in France, only one in forty does the same, 
the other thirty-nine making savings.” + I wish it could be 
shown that our countrymen emulate the example of French- 
men rather than of Englishmen, but I fear that investiga- 
tion would show the contrary to be the case. 

In leaving this branch of the subject, I repeat what I said 
in the beginning, that there is no principle of sound bank- 
ing involved in the question whether or not interest should 
be paid on deposits. It is purely a question of expediency. 
In the present state of the business, it is to be discouraged, 
because there is so little safe employment open to call funds. 
The deposits by country banks in city banks at interest, is 
of very doubtful expediency. There is no excess of capital 
kept on deposit in country institutions, and there is a strong 
tendency to use means too closely for the sake of a large 
dividend. “Active banking” is responsible for a large share 


* Since the text was written, I learn that the “ Societé des Dépits et Comptes Courants’’ of 
Paris is about to increase its capital from sixty to eighty millions of francs, to enable it to 
increase its deposit line, being prohibited by its charter from receiving deposits beyond one 
and a half times the amount of its capital and surplus. 

+ Mr. Frederick Brittain, who was employed in 1876, by the associated Chambers of 
Commerce of Great Britain, to visit France and investigate the comparative condition of the 
leading trades in that country and the United Kingdom, states some very interesting and 
instructive facts respecting the wages and habits of expenditure of the working classes of 
the two countries. In respect to wages, he says, that in the iron trades for example, ‘‘ English 
workmen earn twenty per cent. more in #ime hours, than French workmen in eleven, twe/ve, 
or even thirteen; and that in a large number of cases, the difference reaches fifty per cent. 
The margin between the expenditure absolutely necessary to maintain a workman in good 
health, and the amount he receives in wages, is very much larger in England than in France. 
An English workman who submitted to the hardships endured by the Frenchman would be 
able to save four times as much out of his wages as the Frenchman can save.”’ 

“The wonderful prosperity and wealth of France is due chiefly to the sobriety, frugality, 
and untiring industry of its artisans and agricultural laborers, who generally save something 
out of their very small wages.” 
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of the losses which have been sustaind within the last five 
years. There is not a shadow of doubt that the richest and 
most profitable banks, in the long run, are those which keep 
a nec'thy margin of means in all times; which cultivate 
hem: business and regular customers; which discount the 
pap«? of those customers at nearly uniform rates ; which seek 
to build up the business of the communities in which they 
are established, and which never forget that the relation of 
banker and customer is one of mutual dependence. The best 
bank is certain in the end to be the most popular bank, and 
to strike its roots deeply and widely in the sympathies of the 
people whom it serves. 

Are deposits currency ? 

This is a question much discussed by financial writers. 
The late Amasa Walker, one of the most acute reasoners on 
economical subjects in America, was of the opinion that they 
are, and this, I think, is the popular view taken by bankers. 
It seems to me erroneous, if by currency is meant the same 
thing as circulating money. The definition of Lord Over- 
stone is more accurate, namely that “deposit business is a 
mode of economising the circulation, but an economical use 
of the circulation is not of itself circulation.” The true dis- 
tinction is shown in this fact, that payment by check is not 
absolute, but conditional. Nothing can be truly defined to 
be money which does not fay. A bank note if accepted pays 
the debt and makes an end of it, and therefore it is money ; 
a check pays it only when accepted and paid by the bank on 
which it is drawn. Till then the drawer and indorser are 
holden, which shows that the check is not money, but only 
a bill of exchange. Deposits are nothing but inscribed credits, 
and checks are only written orders to transfer those credits. 

I have little space left in this paper to speak of circula- 
tion, the last of the enumerated banking functions. It is a 
subject of much less importance in this country under the 
provisions of the National Banking Law, than it was before 
that system was adopted. Until a recent period, banks in 
this country issued circulating notes on their own credit 
mainly, and without any specific security. That is the char- 
acter of the notes still issued by the joint-stock banks and 
private bankers of Great Britain. Repeated bank suspensions, 
and suspensions of specie payments by the American’ banks, 
as a body, led in several of the States to the adoption of 
different methods of security and protection to the bill holder. 
All these have been superseded by the National banking 
system, under which there are no longer any circulating notes 
issued 4y the banks, or on their credit. National bank notes 
are issued by the Federal Government / the banks and on 
the credit of the Government. This is a fact which is con- 
stantly lost sight of in the popular war upon bank circula- 
tion, and eulogiums of the greenbacks. One note is just as 
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much the issue of the Government as the other. All the dif- 
ferences between them are to the advantage of the so-called 
bank note as circulating money. I leave out of account the 
question of legal tender, which is not an intrinsic but an 
arbitrary quality. The greenback is issued on the sole credit 
of the Government, without any specific pledges, and with 
no means for enforcing its payment. The bank note is 
issued on the pledge of an existing specific obligation of the 
Government, created in exchange for values received, bearing 
interest, and payable at a stated time. It is taken at a large 
margin below both its face and its market value. If the note 
is not promptly redeemed, the security is sold to pay it, and 
if that proves inadequate, the government is holden for the 
deficiency. But this is only a small part of the security 
pledged to its ultimate payment. All the assets of the bank 
are under a prior lien to the government to protect the cir- 
culating notes, and the stockholders are under a_ personal 
liability besides. The aggregate volume of the securities 
thus specifically pledged is several times greater than the 
amount of notes issued, and the unqualified guaranty of the 
Federal Government lies behind them all. A more perfect 
system of security has never been devised, and it has made 
the circulation used by the National banks of the United 
States absolutely impregnable. When a circulation of notes 
is thus obtained by the banks, the old rules which prudent 
bankers had laid down for the management of the circula- 
tion are not strictly applicable. This is especially true, 
since, by the same act which regulates the issue of the notes, 
a reserve is required to protect them. This reserve (five per 
cent. deposited in the Treasury of the United States) is 
small, and whether or not it will prove sufficient, cannot be 
known until there is an actual redemption of the circulating 
notes, after a resumption of specie payments. Till that time 
comes, it is useless to lay down any other rule than the broad 
one which requires all immediate liabilities (for deposits and 
circulation ) to be provided for by a liberal amount of cash 
in hand—not such an amount only as may be required by law, 
but such as the experience of prudent bankers shows to be 
necessary, to work the business smoothly without any strain 
ur _ -esources, and without any serious interruption or impair- 
it ’ the great primal function of lending. 
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The Comptroller of the Currency has prepared the draft 
of a bill to provide for the publication of bank statistics 
throughout the United States. A copy of this important Act 
appears on page 894 of this issue. It has been sent to all 
the State Legislatures, with the recommendation that it shall 
be adopted with as few amendments as possible. Its pur- 
poses are first to obtain statistical reports of banks, savings 
institutions and trust companies organized under State laws, 
and secondly to provide that these reports shall be made up 
at the same time and in the same form throughout the whole 
country. As will be seen, the intention is to have these 
reports prepared four times a year; they are to be collected 
by the Auditor of the State, or by some other State officer, 
and are to be summarized and their aggregates collected 
under proper heads, so as to be in suitable form for pre- 
sentation to the Legislature, and for distribution to the public. 
The men whose business requires them to watch the develop- 
ments of our banking system, have frequent occasion to com- 
plain that while in the National Banking System the statis- 
tics are frequently published and can be easily compared, 
there is a very large part of our banking machinery of 
which the statistics are extremely imperfect and uncertain. It 
is one of the peculiar merits of Mr. Knox and of his admin- 
istration of the currency bureau, that he has for several years 
devoted a great amount of labor to the compiling of the 
Statistics of that neglected portion of the banking statistics 
of this country. The bill before us is intended to facilitate 
this part of the Comptroller’s labors, and to make their result 
more complete and more practically useful to the banking 
and commercial public, as well as to our legislators and to 
the students of economic and fiscal science. The new legis- 
lation which Mr. Knox recommends is both judicious and 
conservative. It does not contemplate any interference with 
the business of the banks or with the management of their 
officers ; all that it aims at is to enable the Comptroller to 
obey more completely and efficiently the law of Congress, 
which requires him to publish as full statistics as possible 
of the State banks, private banks, savings institutions and 
trust companies, as well as of the National banks, which are 
more specially under his supervision. 

For more than forty years, attempts have been made in 
and out of Congress to secure as full reports as_ possible 
of those changes and movements of our banking system 
which admit of comparative statements in tabula~ form. The 
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law to which we have referred above was passed by Con- 
gress February 19th, 1873, and it is embodied in Section 333 
of the Revised Statutes. Under this Section, the Comp- 
troller of the Currency has to report every year to Con- 
gress, “under appropriate heads, the resources, liabilities, 
and condition of the banks, banking companies, and savings 
banks organized under the laws of the several States and 
Territories.” In conformity with this law, the reports of the 
Comptroller have contained, during “the last three or four 
years, very elaborate and useful summaries of statistical facts 
pertaining to our banks. Complaints have been made that 
these statistics are much less full and detailed than those 
of the National Bank System. But when we remember the 
obstacles which had to be surmounted in the compilations of 
these new statistical statements, we shall rather be surprised 
that they are not more meagre and incomplete. Among 
other difficulties there is the fact that in several of the 
States no uniform reports of the bank movements are 
required by law, while in other States the reports are 
imperfect and irregular as to the time of their compilation. 
When the Comptroller’s new legislation has been adopted by 
the various States, most of these difficulties will disappear, 
and we shall be able to shed the full light of publicity 
upon our banking system, with all its salutary results. 

On examination of the bill, it will be easy to see that the 
objections urged against it are of comparatively minor 
importance. One of these reasons is, that Congress ought 
not to interfere with the business of banks. But the law 
in question, if properly understood, is not amenable to this 
charge, as it does not authorize Congress to interfere directly 
or indirectly with the banks or with the financial machinery 
of the country. The law when passed will be a State law; 
it will be carried into effect by State officials; the reports it 
authorizes will be transmitted to the State Legislature, and 
these reports will only reach the Comptroller of the Cur- 
rency when they have first been given to the public. Another 
objection is, that all interference with the banking business 
by Legislatures and other Government functionaries is an 
evil and must be opposed. Without discussing this question, 
on which there is room for the widest diversity of opinion, 
we may simply state that the bill cannot, by its terms, give 
rise to any interference with the legitimate freedom of 
banking. The indispensable need of publicity in regard to 
reports of banking statistics has been too long established 
and recognized to be misunderstood at this late day. This 
principle is of vital importance to every sound system of 
banking, and so futile an objection to it is unworthy of 
serious attention. In the legislation of the most prosperous 
commercial nations, the rule is fully established by experience 
and long practice, that the fullest light of publicity should 
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be shed upon all the movements of the banks. In England, 
France, Italy, Sweden, Germany and other European countries, 
the reports of the banking institutions have received of late 
years a rapid development, and they are now more useful 
and complete, and are also more carefully watched by the 
mercantile and financial community than ever before. It is 
much to be desired that the Comptroller of the Currency 
may succeed in his endeavor to give more unity and com- 
plete practical utility to the bank statistics of this country. 


—_—_—_—— ae 


MR. COWDIN ON BANK TAXATION. 


One of the most convincing arguments in favor of the 
policy of relieving the banking business from oppressive 
taxation, was offered by the Hon. Elliot C. Cowdin in the 
Assembly Chamber at Albany, on the 11th April. Two 
principal reasons were given for lessening the pressure of 
bank taxation. First, that the diminution was an act of jus- 
tice, and secondly that it was an act of expediency. As to 
the justice of the case Mr. Cowdin showed that the tax on 
the capital of the banking business is greater than on the 
capital invested in any other business in the country. We 
have so frequently expounded these facts, and they are so 
generally understood by our readers that we are compelled 
to omit Mr. Cowdin’s clear and elaborate demonstration of 
the justice of setting bank shares on the same level of tax 
assessment with other capital. In asking for relief from 
fiscal burdens, our banks do not desire to escape any por- 
tion of their fair share of taxation. They simply ask as Mr. 
Cowdin reiterates that bank shares shall be assessed at no 
higher rate than other capital. 

With regard to the expediency of the reform of bank tax- 
ation Mr. Cowdin showed that if the severe burdens under 
which our banks are now struggling are to be continued 
serious results will follow. There will be a violent and dis- 
astrous contraction of banking facilities, as is proved by the 
fact that many of our banks are now greatly reducing their 
capital, and that others will be forced to do the same thing. 
Thus the capitalists engaged in banking will be led to give 
up their charters and invest their capital in business on 
which the government lays a lighter hand; while that class 
of stockholders who reside outside of the State of New York 
may find it to their interest to withdraw their funds to 
localities where the exactions are less severe and exorbitant. 
Mr. Cowdin continues this branch of his argument as fol- 
lows. 

“In consequence of these oppressive taxes the bank capital 
in the City of New York alone has been reduced, and is 
in process of reduction, to the amount of about $ 22,000,000. 
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The reduced value of bank shares in the city, mainly caused 
by excessive taxation, amounts to nearly $10,000,000. The 
effect upon the city assessment rolls is obvious. It strikes 
from them $32,000,000, Can the tax-payers of the city, who 
are not owners of bank stock, but who are now struggling 
under the weight of a city debt of $150,000,coo0, afford this 
reduction? Are the tax-payers in other parts of the State 
ready to make up this deficiency? Are the farmers prepared 
to do their share of it? Are the manufacturers and mechan- 
ics willing to come to the rescue? * * * The policy of 
severe and unequal taxation inflicted upon the banks of this | 
State opens the door for capitalists from other States and 
countries to transact this business in modes which entirely 
escape taxation here. The banks of rival cities have estab- 
lished agencies among us; but having no property here, 
they evade the tax gatherer, for their business does not 
come within the law. Foreigners are now doing the same 
thing on a large scale. Four Canadian Banks alone, with an 
aggregate capital of $33,000,000, have agencies in the city of 
New York, who do a large proportion of the commercial 
business, and having none of their capital actually in the 
city they avoid taxation. Is it wise to drive out of the 
State by unjust rates of taxation our own native banking 
capital, which is willing to pay fair and even liberal rates, 
and to supply its place with foreign capital that pays no 
tax at all, and is in no wise identified with the welfare of 
our great commercial and industrial interests? Take, by way 
of illustration, the case of a few of our leading banks. The 
National Bank of Commerce of New York, with a capital 
stock paid in of $10,000,000, paid, in 1876, National, State, 
and local taxes amounting to $407,892 90, equal to $1,333 
for every working day in the year. The American Exchange 
National Bank, New York, with a capital stock paid in of 
$5,000,000, last year paid a total tax of $ 227,203 99, or $742 
per day. The Metropolitan National Bank, New York, with 
a capital stock paid in of $4,000,000, paid last year taxes 
amounting to $202,197 30, Or $660 per day. The smaller 
banks bear even a greater burden in proportion to their 
strength. The First National Bank of Troy, with a capital 
stock paid in of $300,000, last year paid National, State, and 
city taxes amounting to $16,058 56, leaving a net profit for 
the stockholders of only $9,714 44—thus compelling the bank 
to draw $14,285 56 on previous earnings to pay its dividends. 
And I have the best authority for stating that at least two- 
thirds of the banks in the City of New York did not earn 
the dividends which last year they were compelled by the 
poverty and importunity of the shareholders to pay, but drew 
the deficiency from their reserves. * * * In view of these 
facts, Mr. Speaker, need I add that the struggle is one for 
existence? At such a crisis, how is it possible for banks to 
stand a rate of taxation running up to 5,5, 6, and even 6,;% 
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per cent., whose chief vocation in even prosperous times is 
to loan money at a rate limited by law to seven per cent. 
per annum? The simple question is whether this Legislature 
will allow the banks of the State, by means of unjust and 
oppressive laws, to be taxed out of existence? What, then, 
are some of the remedies for the evils I have depicted? 
They lie partly in legislation and partly in the courts. Some 
of the remedies must be sought in Congress and in the 
Federal courts. With these we have no concern now. We 
are dealing only with our own State authorities.” 

The bill of Mr. Cowdin for relieving the banks from tax- 
ation has been amended so as to exempt from the assess- 
ment the twenty per cent. surplus required to be held by 
National banks. The ground of the exemption is explained 
in our article on the decision of the U. S. Supreme Court 
on bank taxation in another part of this number of the 
BANKER’s MaGazineE. We need therefore only to say here 
that as the State banks are not compelled by law to keep a 
surplus, while the National banks are so compelled, it was 
contended that there was an incongruity and a manifest 
injustice, if, while Congress compelled the National banks 
by statute to keep a twenty per cent. surplus, the State 
Government should fine the banks for doing this, and should 
impose a heavy tax upon the surplus so created in obedience 
to the law of Congress. 


WALTER BAGEHOT, THE ENGLISH ECONOMIST. 


Political economy has lost one of its leading expositors, 
and practical finance one of its most luminous and successful 
teachers, by the death of the editor of the Lconomist, Mr. 
Walter Bagehot, which occurred on Saturday, March 24th, at 
his residence at Langport, after two or three days illness, and 
at the early age of fifty-one. Those who best understood 
Mr. Bagehot and his work, were of opinion that of all the 
English economists of the present day, there was no man 
whose gifts, experience, and habits of thought seemed to 
point him out as more likely to extend to the bounds of 
economic and financial science, and to clear up some of the 
difficult and dark questions which have not yielded to pre- 
vious investigations. Mr. Bagehot’s health some years ago 
was very precarious, but his numerous labors and his exten- 
sive literary works, have more recently led to the belief that 
his life might long be spared, and his usefulness augmented. 
The news of his sudden death, therefore, was a surprise to 
great numbers of his friends, both in England and on the 
continent of Europe, as well as in this country, where he was 
better known than almost any other European writer on 
finance. We propose hereafter to give an extended account 
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of Mr. Bagehot’s last work on political economy, only a part 
of which has yet been published. That part consists of two 
essays, intended apparently to appear in the early chapters 
of the book when complete. It is hinted in the Zconomist, of 
March 31st, that a considerable portion, if not the whole of 
this last work of Mr. Bagehot’s is completed, and will be 
published posthumously. Although we have prepared our 
examination of Mr. Bagehot’s theories, we shall defer their 
publication till our next volume, hoping to hear, meanwhile, 
some confirmation of the hints given in the Zconomist in 
regard to the publication of the rest of the work. All of it 
that has yet appeared, is contained in two articles published 
in the Fortnightly Review. They profess to treat of the “ post- 
ulates of English political economy.” The first article treats 
of labor, and the second of capital; and both the articles are 
devoted to the task of proving that English political economy 
assumes that such a political, financial, and economic condi- 
tion of society exists, that labor and capital are both free to 
move into or out of the various channels of industrial enter- 
prise, with which the great system of English commerce and 
trade is permeated, just as the human body is filled and 
traversed by the network of the circulatory and nervous 
systems. 

Mr. Bagehot will probably be best remembered hereafter, 
by the least original and elaborate of his books, “ Lombard 
Street.” We are not sure but that this book is the most dis- 
tinguished for its practical utility. In this country its grow- 
ing popularity indicates the verdict which is likely to be 
passed upon the work by posterity. Had Mr. Bagehot’s val- 
uable life been spared to have undertaken the laborious duty 
of revising and enlarging his book on “ Lombard Street,” we 
can easily imagine that this work might have been made the 
most popular and the most useful introduction to the study 
of practical finance, which has ever been produced. He has 
left this work, as well as others which were undertaken or 
projected by his fertile mind, to be completed by his suc- 
cessors. With regard to the Zconomist newspaper, Mr. Bage- 
hot’s influence has been so peculiar, and so completely iden- 
tified with him as a man, that it will be difficult for any of 
his lieutenants to take their leader’s place. There are those 
among the American admirers of Mr. George J. Goschen, who 
imagine that they can see his hand in some of the late 
editorials on the money market, in the Economist. If this sup- 
position should prove correct, the readers of the Zconomuist 
may felicitate themselves on the acquisition ; for Mr. Goschen 
has long been regarded as one of the shrewdest, and surest 
observers of English monetary movements. At several critical 
conjunctures, Mr. Goschen is said to have contributed to the 
columns of the Zzonomist, directly or indirectly, much valuable 
information, which gave prestige and influence to that journal 
in its earlier days, when it was much less firmly established 
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than now. Some of our daily journals have expressed sur- 
prise that the London newspapers had so little to say about 
Mr. Bagehot, and devoted no more than a few lines to the 
obscure announcement of his death. It is certainly a little 
discouraging to those who cultivate with success the science 
of which Mr. Bagehot was so great a master, that his death 
was not deemed worthy of more notice by the dispensers of 
newspaper fame and honor in England. But it is only fair to 
state that Mr. Bagehot was never distinguished as a popular 
orator, and that he was singularly devoid of those arts which 
give power to demagogues. From some defects of manner or 
of ability, he signally failed whenever his ambition led him 
towards a Parliamentary career. His real work was done in 
those obscure currents of thought and of life in England 
where fame and gain are seldom won, except posthumously, 
by those who achieve the highest success. Another reason 
why Mr. Bagehot was not made more of, may be that his 
work, though well done as far as it goes, is but a fragment, 
and has been well compared to the shaft of a pillar whose 
base represents exquisite proportions, accomplished skill, and 
suggestive promise, but which is broken off short, and only 
raises expectations to disappoint and baffle them. Mr. Bage- 
hot was one of the body of distinguished men of science 
who were graduates of the University of London. A few 
years ago he was appointed examiner of the University, in 
Political Economy. And later, Mr. Fawcett was appointed as 
his coadjutor. How far Mr. Bagehot’s influence has extended 
in giving a practical turn to the progress of political econ- 
omy, and in imparting a stimulus to its thorough study 
among the students of the University, we must leave the 
future to determine. 


THE REVIVAL OF COMMERCIAL ACTIVITY. 


The anticipations which have been indulged as to the 
early termination of the severe commercial distress which 
has prevailed for several years past, have been so frequently 
disappointed, that it is natural to feel some hesitation in 
predicting an early change for the better. Still there does 
seem to be more prospect of a revival of business. Such 
indications are, however, deceptive. In the early months of 
1874 there seemed to be some evidence that the panic 
would not extend its ravages, but that a speedy recovery 
of financial elasticity would bring about renewed prosperity. 
In 1875-76 similar hopeful indications were renewed again 
and again; but the evidence was mistaken, and with each 
year the commercial depression has certainly extended its 
ravages over a wider area, if it has not increased its severity 
in any given locality. Modern commerce and _ industrial 
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enterprise have become so vast and so multifarious, that 
they can only be dealt with accurately by being distinguished 
into groups and classes. In comparing the commercial move- 
ments of the time in which we live with those of forty or 
fifty years ago, one of the first financial changes we observe 
is the swiftness which railroads, telegraphs, and banking 
facilities have imparted to the movements of commerce and 
trade. It is almost impossible to estimate the saving of 
time, labor and capital which the swiftness of locomotion and 
of telegraphic communication are daily effecting in this 
country and in Europe. The second change of importance 
is the increase in the supplies of the precious metals. Forty 
years ago there were a series of indications overspreading 
most of the commercial countries of the world, and showing 
that the monetary supplies of the world were too narrow 
and contracted. After the gold supplies of California and 
Australia began to pour themselves ‘into the monetary chan- 
nels of Europe and of this country these indications and the 
commercial disasters they brought on gradually passed away, 
and a period of industrial activity and material growth began, 
which has no precedent in the previous history of the com- 
merce of the world. The third change peculiar to this age, 
is the increase in the deposits of the banks and in the float- 
ing and fixed capital which are at work in the industrial and 
financial machinery of business. If we sum up the aggre- 
gates of the values dealt in at the various bourses and stock 
exchanges of London, Paris, Berlin, Vienna, New York, and 
other financial centres in the old world and in the new, we 
shall see a vast increase, both in the Government bonds and 
in the corporate securities, of which the amount has now 
reached such a vast magnitude. 

Turning to the more private aspects of society, we find the 
same growth of wealth manifesting itself among all classes by 
greater luxury and prodigality of domestic expenditure, and 
among the more opulent classes, especially in Europe, by the 
acquisition of solid fortunes invested in lands, houses, mort- 
gages, Government and other securities, as well as in busi- 
ness. In England the number of such large fortunes is 
greater, perhaps, than in any other European nation, though 
they are also numerous in Holland, France, Germany, Austria, 
Italy, Russia, and Spain. As has been said, there have been 
during the last forty years a number of severe commercial 
crises, during which the commerce of the chief countries of 
Christendom was much depressed. The five years ending 
with 1842 were full of distress and suffering, which was 
scarcely relieved until the gold discoveries of 1848 and 1850. 
The first effect of those discoveries was to stimulate rail- 
road and other investments to an enormous degree. Scarcely 
had the depression which followed this violent expansion 
passed off, when the Crimean war broke out, and gave a 
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stimulus to inflated credit and unsafe enterprise. The panic 
of 1857 was the culmination of these mischievous forces, and 
scarcely had it passed away when the revulsion of 1861, 
caused by our civil war, shook the manufacturing enterprise 
of Great Britain to its foundations, but afterwards poured 
into England a flood of wealth from the sale in India and 
elsewhere of the masses of cotton goods which had been pro- 
duced in 1859 and 1860 at cheaper rates than had been ever 
known. Immediately afterwards, France, Germany, and Rus- 
sia began to build railroads more rapidly than was consistent 
with the stability of their financial system, and the panic of 
1866 was the natural result. The three following years were 
a period of gloomy reaction and disquiet, of falling prices, 
lessened wages, scarce employment, and depression of com- 
mercial enterprise. 

From the middle of 1870 to almost the middle of 1871, 
there was the Franco-German war. Then came peace—the 
indemnity of $1,100,000,000 paid to Germany, and the 
schemes of vast and rapid expenditure occasioned in that 
country by the sudden acquirement of so much riches. Two 
or three years previously Austria and Hungary had become 
one nation, and had entered upon a free and constitutional 
life. Italy had become unified, and all over Germany there 
had been a removal of the obsolete and autocratic impedi- 
ments to labor and skill. The Suez Canal was opened at the 
end of 1869. Telegraphs were being carried to the farthest 
parts of the commercial world ; and by successive inventions 
steam vessels had been brought to a point of economy which 
gave them the command of the longest voyages. But besides 
all these influences—nearly all of them in their spheres and 
degrees revolutionary—we have, in this country, since 1867, 
built railroads at a pace never before reached ; and not only 
railroads, but canals, docks, wharves, warehouses, and every 
sort of fixed investment directed to the extension of business, 
commerce, and manufactures. In Europe there had been, 
since about 1862, the regular appearance as large borrowers 
of a group of half-barbarous States never before heard of in 
the money market. Turkey, Egypt, Honduras, Peru, Rou- 
mania, Venezuela, and the whole tribe of South American 
settlements obtained year by year tens of millions sterling. 

As the war of 1870-1, deranged business and stopped nearly 
all productive labor and enterprise in France and Germany 
and in no small part of Europe, the fortunate persons who 
happened to be in possession of the means of supply—notably 
the owners of coal mines and ironworks—made almost fabu- 
lous profits. In England and elsewhere, nothing was talked 
of but colossal fortunes made in a few months, and an advance 
of wages and prices beyond all example. The whole indus- 
trial and commercial machine was being driven with a veloc- 
ity and subjected to twists and alterations it could not long 
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endure. A pause came in the summer of 1873. The Jay 
Cooke panic, in September of that year, told very plainly 
that the tension had become insupportable, that floating cap- 
ital was exhausted for a time, and that cost of production 
had destroyed consumption. Exactly the same phenomena 
repeated themselves in Germany, Austria, Russia, Holland, 
and Belgium. In all these countries since the autumn of 
1873, there has been a process of relapse and retreat from a 
state of things in which expenditure of all kinds had outrun 
first, income, and then floating capital ; in which wages had 
long exceeded the intrinsic value of the work performed in 
exchange for them ; and in which the market prices of secur- 
ities had been raised excessively, by a belief in future profits 
very far larger than the community could furnish or afford. 

The case of Central Europe is in effect our own. The six 
years, 1867-73, included, as regards commerce and manufac- 
tures, a greater number of events and changes, each of them 
more or less revolutionary, than any preceding period of the 
same length—events and changes, too, which affected a greater 
number of countries and regions. Considering the profound 
character of the disturbing causes, the wonder is that the 
reaction has not been even more disastrous than it has been 
and is; and it is precisely the amplitude of the arresting and 
compensating forces, now at the command of industry and 
commerce, which affords the best reason for believing that 
recovery is certain, and perhaps not distant. 

From the retrospect of these periods of commercial distress, 
two conclusions are to be drawn. The first is, that a period 
of commercial distress means, in economic language, a period 
during which the cost of production of a large class of 
important articles is reduced from a high range attained dur- 
ing a preceding time of excited prosperity, to a range low 
enough to enlarge the area of consumption, and thus tempt 
the investment of capital by the force of cheapness. Secondly, 
it means a period during which an excessive production of 
some groups of leading commodities—e. g., cotton, iron, 
woolens, imported goods—is abated, and brought down to 
the compass of a demand founded on cash or short credit— 
that is to say, of a demand naturally arising from the expen- 
diture of the income of the year. In every known instance 
these two chief conclusions have been affected by some train 
of special circumstances—as in 1848-9, by the revolutions in 
Europe, and as in 1861-2, by our own Civil War. And 
in every period of commercial distress, when the misfortune 
of one or two bad harvests has materially raised the cost of 
living to the working classes—that is, to three-fourths of the 
population—the process of recovery has been rendered slower 
and more difficult. 

If we apply these rules to the prosperous years 1871-3, 
they will enable us to understand a good deal of what has 
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since happened. The present distress more than any of its 
predecessors is, first, a reaction from high prices—that is to 
say, from excessive cost of production; and, in a less degree, 
a reaction from excessive demand occasioned by the undue 
conversion in several quarters of the world, and especially in 
this country, of floating into fixed capital; a conversion the 
same in its immediate effects on markets, as the expenditure 
of borrowed money in war, but different in its remote effects, 
inasmuch as war leaves behind it no creations of fixed capi- 
tal contributing to the progress of wealth. 

In 1871-3 the cost of production was not only carried rap- 
idly to a high point by the rise in wages, in the price of 
materials, and in the rate of profit, but, in a still more 
marked degree, by a serious and almost universal decline in 
the quantity and quality of the labor given in exchange for 
the higher wages. Upon this point the testimony is decisive. 
The engineers’ strike in England, in September, 1871, estab- 
lished in nearly all the iron industries a diminution of ten 
per cent. (nine hours instead of ten) in the working day—a 
measure, simple as it reads, but in reality a revolution; for 
it must be remembered that this limitation of manual force 
implied an infinitely greater limitation of the mechanical 
forces of production. The productive results of all capital 
expended in factories, mines, steam-engines, forges, mills, and 
in every mechanical and engineering contrivance for promot- 
ing expedition and cheapness, were at once cut down by a 
tenth. If a Draconian decree could be supposed under which 
the rents of all the house property in the country were cut 
down suddenly, by ten per cent., or, what would be the same 
thing, under which rent for only forty-six weeks became 
recoverable for fifty-two weeks’ occupation, the loss inflicted 
on landlords would enable us to see better the far more 
serious loss entailed upon manufacturers by the nine hours’ 
limit. We say the far more serious loss, because a machine 
or a factory deteriorates much faster than a house, and the 
wear and tear has to be met out of a smaller margin. And 
not only was the manual and mechanical power of produc- 
tion lessened by one-tenth, but by general testimony the 
quantity and quality of the work done during the nine hours 
were in turn lessened by very much more than a tenth. The 
demand for labor, brought into the workshop men of inferior 
skill and character; and, where piecework did not apply some 
remedy, the pace of production was reduced to the capacity of 
the least efficient hands. It is undoubtedly true that it was 
in a great measure this lessened pace of production in 1872-3 
which caused extensive contracts entered into in 1871-2 to 
result in heavy losses to large employers of labor; and it is 
precisely because there is even yet no certain evidence that 
the evil has been overcome, which keeps back the confidence 
of both consumers and producers. 





848 THE BANKER’S MAGAZINE. [ May, 


Of the second leading cause of the distress—namely, the 
excessive demand for commodities in 1871-3, arising from the 
undue conversion in this country, as well as in Germany, 
Russia, and England, of floating into fixed capital—it is not 
necessary to speak at length. The prevalence all over the 
world, of finance and credit companies, and of what are 
called syndicates of persons possessing more or less credit 
and money, all seeking to make large and rapid profits by 
concessions of, and contracts for, public works and industrial 
enterprises, contributed in a large degree to foster a reckless 
spirit of expenditure. More than one bankrupt country, for 
example, got its loans through such channels. The distress 
has swept away the finance companies and syndicates com- 
pletely—more especially, perhaps, in Austria, Germany, and 
in this country. Telegraphs and the Suez Canal, have altered 
the entire complexion of the India, China, and more distant 
trades. The English failures in the summer of 1875 marked 
the virtual end, as between producer and consumer, of the race 
of middlemen who existed naturally and usefully in the India 
business in the days of six months’ voyages and three months’ 
advices. But such a disruption means violent changes in the 
distribution of capital, many dubious experiments, many mis- 
takes, and many losses and failures; and this is the dark 
picture which now surrounds us. The change, however, is 
essentially a start forward. It brings producer and consumer 
nearer together. It economises time and risk. It puts com- 
parative certainty in the place of extreme uncertainty at both 
ends of the operation, and hence it contributes to widen that 
which is the only true basis of commerce—namely, cheapness, 
expedition, and the rapid circulation of capital. In this 
country we fear that we are by no means at the end of the 
evil, although a temporary improvement has doubtless begun, 
which is destined we trust to work permanent good in the 
productive development of the United States. 

“In England,” says the Pall Mall Gazette (from which we 
have borrowed many of the foregoing facts and illustrations), 
“the three years of distress have cured effectually the undue 
conversion of floating into fixed capital. They have purged 
away most of the abuses and excesses of credit; but they 
have not yet brought down the cost of production to a point 
which tempts capital by reason of cheapness to rely upon 
the prompt and effectual response of consumption. Still, 
rapid progress is being made in that direction. The losses 
of manufacturers, merchants, dealers, and tradespeople have 
become so general, and the lessened dividends upon all capi- 
tal invested in joint stock companies have so_ seriously 
impaired large classes of incomes, that the process of correc- 
tion is now at work with accelerated force.” 
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REPORT OF THE GERMAN IMPERIAL BANK. 


The report of the German Imperial Bank for last year was 
presented recently to the general meeting of the share- 
holders. It will be regarded with some interest in conse- 
quence of its containing the results of the first year’s business 
since its constitution was changed by its conversion from the 
“Bank of Prussia” to the “Bank of the German Empire.” 
The volume of the business of the bank has increased very 
notably. The total sum of the current account at the branch 
offices are reported at $ 4,000,000,000. Although the expense 
of extending the operations of the bank and opening new 
offices has been considerable, still the dividend earned upon 
the large capital of the institution is 6% per cent. for the 
year. The total transactions amounted to $9,171,207,650. 
This is a considerable increase over the total reported by the 
Prussian bank in 1875, which amounted to $ 4,364,516,750. In 
these and the other sums of this report we estimate four 
marks to the dollar. The rate of discount reported by the 
bank was five per cent. at the beginning of the year, advanc- 
ing to 6 per. cent. on the 3rd of January, and receding to 5 
per cent. on the roth January, to 4 per cent. on the 4th 
February, and 3% per cent. on the 18th May. It was raised 
on the 11th July to 4 per cent., and on the 25th October to 
4% per cent. The average rate of discount for the year is 
4.16 per cent. The capital of the bank is 120 millions of 
marks or $30,000,000, and is divided into shares of 3,000 
marks each. These shares are owned by 1,374 foreigners who 
possess 10,967 shares ; and by 6,503 German citizens who own 
29,033 shares. To the 164 old branches of the Prussian bank, 
43 new ones have been added during the year, so that the 
total branches of the German Imperial bank are now 207. In 
13 towns and cities sites were purchased for the bank and 
suitable offices are being built. The total business of the 
year transacted with the Empire amounted to $ 263,625,000 
for sums received, and $254,250,000 for sums paid. The 
gross earnings amounted to $5,000,000. The expenses were 
$1,350,000 for administration service, $425,000 for the 
interest on deposits, $25,197 for the printing of notes, 
$ 25,983 for indemnification to banks for surrendering their 
note issues, $466,437 paid to the government of Prussia, and 
to indemnify it for giving up its part of the whole Prussian 
bank. The net profits were thus about $2,562,500. Out of 
this sum 4% per cent. were paid to the shareholders as a 
dividend. Of the residue 20 per cent. was put in the 
reserve fund, $244,261. The remaining portion of the aggre- 
gate net earnings amount to $ 1,350,000, half of which will go 
into the Imperial Exchequer, while the other half will be 
divided amongst the shareholders. On the whole the report 
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of the bank seems to indicate that the increased capital, and 
the new constitution of the bank, have given a new impulse 
to its business, and that its prospect for the future are better 
than was in many well informed quarters supposed. 


THE NEW ASSISTANT SECRETARY OF THE 
TREASURY. 


The appointment has been announced of the Hon. Richard 
C. McCormick as Assistant Secretary of the Treasury. For 
several reasons it has seemed desirable to have in the Treas- 
ury, in a responsible position, a man who had acquired prac- 
tical experience in finance and banking, as well as in the 
duties and exigencies of a political career. We presume Mr. 
McCormick owes his appointment in no small degree to the 
fact that better than almost any other available man, he ful- 
fills these requirements. Unlike his recent predecessors in 
the Treasury, Mr. McCormick had the advantage of a thorough 
business training in early life, among the financial responsi- 
bilities of Wall Street. He has many friends in this City, 
where much of his life has been passed, and where his father 
and family are well-known. In the intervals of business he 
cultivated his literary abilities, and during the Crimean War 
he visited the Orient and wrote a series of foreign letters 
which were published here and were afterwards collected in a 
volume which enjoyed some popularity in England as well 
as in this country. At the outbreak of the civil war he went 
to the South and wrote a series of letters to the New York 
Times, and other journals. Returning to Washington, he 
became chief clerk in the Department of Agriculture, and 
was sent in 1863, as Secretary to the Territory of Arizona, of 
which he was appointed Governor in 1866. Two years 
later he went to Congress as Delegate of that Territory, and 
during the subsequent six years he gained much experience 
and did good service, though his unobtrusive manners pre- 
vented the recognition of his merits except by a few intimate 
friends who knew him best. Throughout his life Mr. McCor- 
mick has been connected with various philanthropic and 
religious organizations, and he was one of the founders of 
the Young Men’s Christian Association of this City. One of 
his more recent appointments is that on the Centennial Com- 
mission, of which he was an efficient and laborious member. 
Mr. McCormick enters the Treasury of the United States at 
a critical time in the history of our finances, and if he fulfills 
the expectations of his friends he will be able to render sub- 
stantial help in carrying out the policy of Mr. Secretary 
Sherman, anc in piloting the ship of State among the quick- 
sands and breakers which may menace her safety in approach- 
ing the haven of specie payments. 
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SAVINGS BANKS AND THEIR DEPOSITS. 


One of the most interesting aspects of the industrial and 
financial growth of this country, is presented by the records 
of our savings banks. In the United States, the savings 
institutions have always been comparatively free from gov- 
ernment control; while in Europe, various restrictions have 
always been imposed upon them, which, with other causes, 
may have tended to check their progress. Even in England, 
where the savings bank system originated, and has always 
been prosperous and progressive, the aggregate deposits of 
the savings banks do not exceed sixty-six millions sterling, or 
$ 330,000,000. In all Europe, the total deposits of the savings 
banks amount to about 1,180 millions of dollars. The most 
successful savings banks are those of England, France, Ger- 
many, and Switzerland. The Swiss banks report t!eir 
deposits at $57,600,000, the average deposit per head of the 
population being $17, while in England, the average is $960, 
in Austria $880, and in all Europe $560. We take these 
figures from recent French reports made by government 
authority. In the United States, as is well known, the 
deposits in the savings banks are much more ample. The 
report of the Massachusetts savings banks, lately issued, gives 
the following statistics : 

1873. 1874. 1875. 1876. 
No. of banks 175 - 179 - 180 . 180 
No. of depositors 666,229 . 702,099 720,639 . 739,289 
Amount of deposits. .......0..0e00 e000 $ 202, gen + $217,452,120 . . $237,848, 963 . $243,340,642 
No. of deposits during the last year.. 695-327 - 645-149 - 640,173 « 570,784 
Amount of deposits during the last year. $58,800,088 - $57,611,608 . $59,930,144 - $49,776,771 
No. of withdrawals in the last year.. 454,787 . 483,947 - 482,924 . 537,165 
Amount of withdrawals in the last year. $50,458,340 . $49,696,893 . $46,996,039 . $52,120,524 
AN OE CONDE 0.00.68: 6t06405« 050000 35154,593 - 3,490,934 - 4,592,729 - 5,238,410 
Loans on mortgages of real estate 100,406,767 . 109,254,540 . 120,171,268 . 121,151,105 
Loans on personal security 35,260,386 . 37,995,689 . 38,065,924 . 35,075,194 
Railroad BONS. .ccscccccccsseccicceces 6,098,435 - 6,486,881 . 8,345,367 - 10,088,613 
Government bonds 17,530,639 . 18,843,066 . 17,920,232 . 28,636,192 

These figures offer a suggestive proof that the frugal classes 
of the inhabitants of Massachusetts, who deposit their savings 
in banks, are not suffering very severely from the pressure of 
industrial trouble. The aggregate deposits in the savings 
banks have increased twenty per cent. since the panic of 1873, 
and during the last ten years they have increased almost 
fourfold. At present the savings institutions of Massachusetts 
are computed to hold about one-fourth of all the savings 
bank deposits in this country. The losses by savings bank 
failures have been smaller than in some of the other States. 
This, and other circumstances, illustrate the sound character 
both of the management of the banks, and of the legislation 


by which their progress has been fostered. 
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Passing to the State of Connecticut, we find that the total 
deposits amount to $78,524,172 in October, 1876, against 
$ 76,489,310 in January, 1876, and $72,205,624 in January, 1875. 
Subjoined is a summary of the chief statistics supplied in the 
report: 


SAVINGS BANKS OF CONNECTICUT, JAN. AND OCT., 1876. 


Resources. January 1, 1876. October 1, 1876. 


$ 55,363,219.55 - $ 55,403.988.29 
2,236,981.58 . 2, 109,052.05 
2,823,728.15 . 2,606,214.78 
3777,878-19 . — 3,850,906.70 
960,474.89 . 873,001.18 
4,974,423.62 . 6,067,656.11 
574,743.81 . 767,218.93 
5,816,505.87 . 7,456, 212.89 
283,665.57 . 285,950.45 
2,726,037.03 . 1,916,430.00 
76,489,310.41 . 78,524,172.48 
2,392,499 97 - 2,579,024 . 30 


Loans on personal security 

Bank prot wy Pe Re 

Railroad bonds and stocks. 

United States bonds. 

Te I MN basic ddinndesbnscccscieiocccdacccece 
State, Town, and City bonds 

Other assets 


Deposits 
Interest and surplus 
Other liabilities 


$ 79: 537,658.26 
Statistical. 


Whole number of depositors 
Increase of deposits 
Average amount to each depositor 
‘¢ income from assets. 
Amount deposited 
‘¢ -withd: 
‘¢ of interest received, or profits earned. 
oe oe credited to depositors 
Assets from which no income has been derived. 


208,030 
$ 4,932, 730.13 
367.69 
6.62 
18,652,953.57 


655,847.88 . 


January t, 1876. 


15:947,445-44 - 
52144,099.39 - 
4,198,090.02 . 

480,755.08 . 


233,434.60 


- $ 81,336,631.38 


October 1, 1876. 
203,514 

$ 2,034,862 .07 

385.8. 

6.36 
14,579,144. 
12,544,282. 
4,002, 310. 
3,131,895. 
844,192. 


Amount of income from real estate 


D t 20,791.87 
Largest amount due single depositor.............. 


32,927.20 . 


17,957: 
32,986. 


Here again we see the same steady progress which was 


observed in Massachusetts. The first savings bank in Connec- 
ticut was chartered in 1819, and so late as 1840 there were 
but five of these institutions in the State. Up to 1850 only 
twelve charters had been granted, and from 1850 to 1860 
twenty-three more were created. During the inflation period 
from 1860 to 1870 twenty-one savings banks were organized, 
and since 1870 thirty-three more have been added. Of the 
eighty-nine banks thus chartered eighty-six are still doing 
business, one having failed last year and being now in the 
hands of a receiver. The law which originally limited the 
amount of deposits in one name to $400 in one year, now 
allows $1,000. In New York the maximum of savings bank 
deposits is fixed at $5,000. A few months ago the French 
Assembly refused to pass a bill to increase the maximum 
of savings bank deposits, from $200 to $400. A more 
striking illustration can scarcely be given of the different 
character of the policy which controls savings bank legislation 
and progress here and abroad. Our savings bank system in 





1877. ] SAVINGS BANKS AND THEIR DEPOSITS. 853 


this country has been of slow growth. At first it was 
cautious and conservative, and it sought to offer to the poor 
a place of safe deposit for their frugal earnings. During the 
agitation and financial excitement of the past fifteen years 
much competition and rivalry have grown up amongst the 
savings banks, and in some cases extraordinary inducements 
for deposits have been offered with large dividends. As these 
promises could not be fulfilled without commensurate risks 
investments have been made that promised large returns, with 
the result in too-many cases of ruin and disaster. Such is 
the wise and frank warning given by the commissioners to 
the savings banks, the legislature, and the citizens of Connec- 
ticut. Similar cautions might be repeated in almost every 
State of the Union where savings banks exist, and it is grat- 
ifying to find that, on the whole, the evil practices referred 
to are being so vigorously held up to popular reprobation. 
The one thing which such abuses are unable to bear, is 
exposure. Under the light of publicity, they must sooner or 
later perish. 

In Maine the savings bank deposits show a decrease. The 
aggregate for 1876 is $29,142,352, against $32,169,390 for 
1875. Of the 90,621 depositors, 83,527 are below $ 1,000, while 
those above that sum are only 7,094. Four out of the sixty 
savings banks have failed during the year. The savings bank 
law of the State is being revised and codified. The proposed 
new law aims to prevent the chief evils which have led to 
disaster in savings bank management. It specifies the securi- 
ties in which deposits may be invested; it limits the semi- 
annual dividends to two and a half per cent.; it restricts the 
amount of deposits in one name to $2,000; it fixes the State 
tax on deposits at one half per cent. a year, instead of one 
per cent. as at present; it requires the trustees of each bank 
once in six months to set apart from its earnings a reserve 
of a quarter per cent., until it amounts to five per cent. of 
the aggregate deposits. It also requires an annual report by 
the bank examiner, the results of which are to be published 
immediately after the examination. The taxation of bank 
deposits is attracting some attention. The report states that 
in Maine the savings banks are paying a state tax of one per 
cent., while in Massachusetts the tax was reduced from one 
to three-fourths per cent. about two years ago. In Connecti- 
cut the State tax is one-half per cent. on real estate loans, 
on other investments one per cent. In Rhode Island the 
savings bank deposits pay a tax of one quarter per cent. 
In Vermont all deposits of $250 and less are free from State 
taxes ; while all deposits over $250 with the names of the 
depositors are returned to the town clerk for taxation. These 
facts deserve to be put on record as they show one of the 
greatest defects of our fiscal system in its relations to 
savings banks. The policy of laying a tax on bank deposits 
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of any kind is open to grave doubt, but on the deposits of 
savings banks the imposition of State taxation is perfectly 
indefensible. It is hoped that the agitation in New England 
against the State taxation of savings bank deposits will not 
only be successful, but that it will lead to a revision of the 
fiscal system of other States and to a more enlightened 
adjustment of the burdens on capital in its most sensitive 
and untaxable form. 

In Rhode Island the number of savings institutions is 
thirty-nine, and the number of depositors 99,865. Here, as 
in Maine, the deposits show a decrease, the aggregate being 
November 28th, 1876, $50,511,979 against $51,311,330 in 1875, 
$ 48,771,501 in 1874, $ 46,617,183 in 1873, $42,583,538 in 1872, 
$ 36,289,703 in 1871, $30,708,501 in 1870, $ 27,067,072 in 1869, 
$ 24,408,635 in 1868, and $21,413,647 in 1867. The number of 
depositors increased from 50,071 in 1867 to 98,359 in 1874, 
and to 101,635 in 1875. 

In California the savings banks appear to be making 
steady progress. In San Francisco there are now fourteen 
savings banks, the two largest of which hold deposits 
amounting to twenty-six millions of dollars. The aggregate 
deposits of all the San Francisco banks is nearly sixty mil- 
lions. The depositors are 75,496, and the gross earnings of 
the year $2,813,563. Subjoined are the chief aggregates of 
the semi-annual statements for several years past. For these 
figures ‘and the other statistics of the California Savings 
Banks in this article we are indebted to the San Francisco 
Commercial Herald : 

SAVINGS BANKS OF SAN FRANCISCO. 


Deposi- Gross Cash 

tors. Deposits. Loans. Earnings. Surplus. Reserve. 
anuary, 1877 75,496 - 859) 603,651 $60,441, 205 - $2 813,523 - $3,304,323 - $2,334, 738 
uly, 1876 725544 57,676,248 57,471,116 2,847,270 3,148,251 . 2,481,836 
anuary, 1876 68,972 . 56,260,464 . 56,667,408 . 2,943,388 . 3,185,928 . 2,726,576 
uly, 1875.+..++++++ 67,997 + 59,133,909 - 60,886,503 2,911,849 - 3,209,434 - 1,501,193 
anuary, 187 60,660 . §5,0215177 - 56,112,999 . 2,557,151 . 2,632,932 . 1,529,211 
uly, 1874.--- 55,711 - §$0,843,159 + 50,527,270 . 2,369,926 . 2,453,145 - 2,688,916 
anuary, 1874. 51,807 . 46,745,044 - 46,857,239 - 2,266,224 . 2,091,055 . 1,905,591 
uly, 1873.... 495305 + 43,731,223 - 43,137,027 2,233,890 . 1,826,967 . 1,880,133 
anuary, 1873. 49,060 . 42,474,935 - 42,828,962 . 2,091,113 . 1,852,770 . 1,174,364 
uly, 1872.. 42,999 - 40,369,405 . 40,258,918 . 1,967,692 - 1,757,439 - 1,588,044 
anuary, 1872, 41,590 37,033,377 36,542,628 1,986,322 1,510,533 - 1,559,548 


The savings banks of interior California are seventeen in 
number, with deposits of $14,116,422, and 25,127 depositors. 
The gross annual earnings have averaged nearly a million 
for several years past. The statistics of the semi-annual 
reports for several years past compare as follows: 


SAVINGS BANKS OF INTERIOR CALIFORNIA, 


Deposi- Gross Cash 
tors. Deposits. Loans. Earnings. Surplus. Reserve. 
anuary, 1877 -§ 14,116,422 . ‘$ 15,800,520 . $962,192 “$ 2,902,530 . $1,817,536 
uly, 1876 13,244,515 - 15,968,692 . 967,731 3,364,575 - 716,884 
anuary, 1876 i< 765,460 . + 15,711,158 .1,001,341 . 3,496,547 . 1,068,602 
13,435,194 - 15,166,548 . 933,167 - 3,026,933 - 794,845 
14,002,426 . 14,856,568 . 888,214 . 2,579,028 . 1,345,905 
+ 12,089,895 - 12,929,196 . 798,194 . 2,284,898 . 1,147,579 
January, 1874 . 10,862,563 . 11,939,630 . 760,649 . 2,233,351 - 1,058,155 
July, 1873 , -  95745,922 . 10,617,513 - 686,940 . 1,944,339 + 927,991 
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An interesting report was lately made to the Committee 
of Banking of the House of Representatives on the taxation of 
savings banks. This document shows that there are two classes 
of savings institutions recognized in the Revised Statutes of 
the United States. First, there are banks having no capital 
stock and devoting their whole earnings to the benefit of the 
depositors; and secondly, there are savings banks having a 
capital stock or bond intended to guarantee the solvency of 
the bank and to promote the security of the depositor. 

In the early years of our war finance the savings bank 
deposits were made liable to taxation. It soon became the 
policy of Congress, however, to exempt the small depositor. 
At first, all deposits of five hundred dollars and under were 
free of taxation. Subsequently, as the necessities for revenue 
diminished, the exemption was extended to deposits of $2,000 
and under. What is important for our present purpose, is 
to state that, until 1874, these exemptions were refused to 
savings banks having a capital stock, while they were granted 
to the rival savings banks having no capital stock. By the 
law of June 18, 1874, the exemptions were extended to both 
classes of banks, with the proviso, that if the stock-holders 
owning the savings bank divided among themselves more 
than eight per cent. a year they should pay the tax on their 
deposits. Some unexpected consequences resulted from this 
exception, to which we will presently direct attention. Many 
attempts have been made to obtain accurate statistics as to 
the savings banks in the various States. The last of these 
is just now being vigorously prosecuted by the Comptroller 
of the Currency, whose services to the various sections of 
which our banking system is made up have been so judicious. 
He is endeavoring to promote legislation in the various 
States, which would place in the hands of the Auditor, 
the Secretary of State, or other proper officer, the statis- 
tics not only of the savings banks, but of all the State 
banks, private bankers, and trust companies; and these sta- 
tistics are to be made up on one uniform system. We com- 
mend this effort of the Comptroller to the attention of all 
the bank officers and bankers in the various States, and we 
urge them to do their utmost to aid the legislation needful 
for the purpose referred to. So great was the need of 
accurate statistics as a condition for legislating intelligently 
on savings banks, that during the first session of the present 
Congress the Senate passed a resolution, dated April 24, 1876, 
calling for a statement of the capital, the deposits, and the 
taxation of the savings banks throughout the United States, 
for the six months ending May 31, 1875. Mr. B. H. Bristow, 
then Secretary of the Treasury, gave the following statistics 
in reply to this question proposed by the Senate : 
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STATEMENT OF THE AVERAGE AND TAXABLE CAPITAL, AND THE AVERAGE 
AND TAXABLE DEPOSITS OF SAVINGS BANKS IN EACH STATE AND TERRI- 
TORY OF THE UNITED STATES FOR THE SIX MONTHS ENDING May 


31, 1875. 


Savings Banks having 
STATE OR no Capital. 

a Average Average Average 
TERRITORY. Average Taxable Average Taxable Average Taxable 
Deposits. Deposits. Capital. Capital, Deposits. Deposits. 


i $30,109,339 - $3,762,462 . — . —. —. 
New Hampshire.. 29498479 - 4,466,187 . $100,000 . $75,916. $259,265. = $152,209 
Vermont.. ...-.+06 5,666,088 . 539,073 - See «a —.. — . 
Massachusetts..... 212,296,085 . 1,928,135 . 205,200 . 205,200. 4,474,090 . 

Rhode Island.....  4997:666 . 13,050,160 . — . —. — 

Connecticut 71,189,365 . 14,566,319 . a —_—. oo 


Savings Banks having a Capital Stock or Bond.~ 


EASTERN STATES. 


$395,667,022 . $38,303,336 . $305,200 . $281,116 . $4,733,355. $156,723 


301,257,339 + 31,451,379 . . . 687,655. 257,916 
New Jersey.. . 30,662,100 . 758145768 : ‘ 7213954 . 
Pennsylvania. .... 19,059,016 . 1,011,932 , : ‘ 53,009 
Delaware 123,861 . 8,192 , ; ; oat 
Maryland. 17,921,442 . 2,157,813 , . : ——. 
Dist. of Columbia. “aoe 5 es : ° 7975253 . 


$369,023,758 - $42,444,084 . ° . $2,260,471 . 








SOUTHERN STATES. 


193,167 


> 
pt 
2 
™N 
~ 
a 


Virginia . 3359 
West Virginia.... . — 
North Carolina... . 
South Carolina.... . 2,932 
COREE. 5:0060600 ° es 
eer . eee 
Al see eeeee : — 


374,385 


TTT HT 


Arkansas........ 
Kentucky . z . 3 
Tennessee : 73.316 , 66,000 . 11,000 , 


y 
wn 

TS) 
© 


Total $1,930,191 . $453,992 , 505,716 - $450,716. 


~*~ 
_ 

2 
Dp 
a 

2 
a 


WESTERN STATES, 


Ohio.... 75904,131 + $2,430,561 142,500 - 102,666 . $ 117,938 
Indiana .. 1,526,058 . 150,320 e coment 


3 


| 944,012 - 108,765 ° 1,830, 


1,718,990 . : 1,659,280 


53,748 - 3,408 | 
‘ ‘ 60,167 - 5,000 | 
Minnesota. ess 8,552 . 
Missouri.......... 594,480 - 206,411 


| 

| 
MTT 
TTT 


wn 
oo 

we 
oo 

Ww 


12,872,070 , 2,9) 


Ww 
My 
&’ 
° 
~ 
oo 
a 
ao 
we 


2,0 


24,519,529 . 
Colorado . : 


Utah 


Washington 
Nevada 


LTS TET 


LETT Ti 
LTT 
LETT TT 
MTT 


. $33,078,672 , $14,035,612 


“Total......+++ $48,393,041 + $15,776,535 . $4,904,533 


Grand total... $815,014,012 + $96,977,947 « $5,960,928 . $5,318,534 . $40,648,054 . $14,860,859 


¥ 
ea 
N 
> 
& 
oe 
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From these figures it appears that the deposits in our 
savings banks were reported as averaging 855 millions, of 
which 111 millions were taxable. In New England the total 
deposits amounted to 4oo millions; in the Middle States to 
371 millions ; in the Southern States to two and one-half mil- 
lions ; and in the Western States to eighty-one millions. 

As stated above, savings banks which divide more than 
eight per cent. a year among their stockholders have to pay 
a tax on their whole deposits, whether small or great. The 
law in which this provision occurs was amended to that 
effect in the Senate, the object being quite obvious and very 
good. Unfortunately, however, the Senate forgot that there 
are important and rapidly-growing States on the Pacific slope, 
where capital cannot be had for eight per cent. a year. These 
States need savings banks and such institutions are rapidly 
growing up there. A prejudice also exists in favor of some 
sort of guarantee to protect the depositor from loss. Hence, 
it happens that in California, where there are thirty-seven 
millions of deposits in savings institutions, about two-thirds 
are in the banks possessing a capital or guarantee fund. It 
appears from this, that of the $37,145 collected as taxes 
from the savings banks With capital throughout the United 
States, no less than $30,645 have been paid by the California 
banks. In other words, six-sevenths of the total tax collected 
in the United States devolved as a fiscal burden on the 
savings banks of California. 

It has also been pointed out that of the $242,434, collected 
as tax on the deposits of savings banks having no capital, 
$32,180, or less than one-seventh of the whole sum, is col- 
lected in California. We believe that we are indebted for 
the statistics above given to the agitation of the California 
savings banks to rid themselves of these anomalous and 
unequal fiscal burdens. However this may be, it is gratifying 
to find from official statistics, carefully compiled, that our 
savings bank system throughout the Eastern, Middle and 
Western States is in a condition of activity which will com- 
pare favorably with that exhibited by the savings banks of 
any other country in the world. 
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THE SCOTCH BANKS AND THEIR METHODS. 


For some time past the system of the Scotch banks has 
attracted much attention both in this country and in England. 
The best book which has appeared on the subject, is probably 
that of M. Wolowski, which, however, is now less useful than 
formerly, because of the changes and rapid growth which the 
banking system of Scotland has undergone during the unprece- 
dented financial agitation and excitement of the last ten or 
twelve years. We published some time ago a sketch of the 
rise, progress, and chief merits of the Scotch banking system. 
We found that its chief characteristics are two ; first, it possesses 
a very complete penetrative widespread network of branches 
which extend to every part of the country, and draw with 
much activity all the idle capital which can be found among 
its frugal people, and can be transmuted into bank deposits. 
Thus, the banking system of Scotland is a vast reservoir, per- 
meating the whole country and gathering together for pur- 
poses of financial utility, all the spare capital which the coun- 
try is able to yield. Probably there is no other nation in 
the world that has for three quarters of a century enjoyed 
the specific advantage here referred to at so small an expense, 
and with so few disasters. 

Still there have been occasionally, in Scotland as in other 
countries, some very severe financial panics. Those of the 
last thirty years are of course the most interesting to us. Mr. 
Fleming, the Cashier of the Royal Bank of Scotland, has just 
published a brief sketch of Scottish banking, in which we 
find the following account of these troubles, and of those of 
the period immediately preceding : 

‘Besides the Commercial bank, eight joint-stock banking companies had been 
established before 1826, of which only two now survive—the National Bank of 
Scotland, and the Aberdeen Town and County—both dating from 1825. 

‘* All of these joint-stock banking companies labored under two serious disabili- 
ties. Not being corporations, they could hold heritable property only through 
trustees, and they could not sue or be sued under their descriptive name. They 
had not, and could not well have, what lawyers call a social name like the 
earlier private banks—as, for example, the Ship Bank of Glasgow, and the Ayr 
Bank, which were known to the law only by their social firms of Colin, Dunlop, 
Houston & Co., and Douglas, Heron & Co. This latter disability was removed 
by an Act of Parliament passed in 1826, enabling joint-stock banks to sue and 
be sued in name of their principal officer; and this important Act continued for 
nearly forty years to be the sole charter by which such banks could practically 
exist. Between 1826 and 1844, nine joint-stock banks were established, and 
five of them still exist—the North of Scotland, formed in 1836; the Clydesdale, 
in 1838; the City of Glasgow, and the Caledonian, in 1839; and the Union, 
uniting a number of much older establishments, in 1843. 

‘*The Commercial and the National banks obtained charters of incorporation on 
the same day, 6th August, 1831. All the others have now the benefit of incor- 
poration under the Companies Act of 1862. 





1877. THE SCOTCH BANKS AND THEIR METHODS. 859 


‘In 1819 there were twelve private banks, but they had all passed away by 
1838. At the same date there were nineteen joint-stock banks, with eighty-two 
branches, Between 1819 and Ist January, 1845, fourteen joint-stock banks were 
formed, and thirteen were discontinued from amalgamation and otherwise ; and 
at the latter date there were twenty banks, with three hundred and eighty-two 
branches. The absorptive power of joint-stock banks with large capital, as well 
as their power of branch expansion, had thus come into full play. The deposits 
had increased from twenty millions in 1826, to thirty-three millions in 1845. 

‘*The period we are now noticing was, with a few breaks, one of great pros- 
perity. Trade was active as it never had been before; and although we now 
know that the seeds of future disaster in the banking world were then sown, 
we must look back on the years from 1810 to 1844, as the time when the sub- 
stantial superstructure of our banking system was reared on the solid foundations 
laid a century before. It may be that for a time trade was over-stimulated ; 
and it is unquestionably true that some of the new institutions departed from , 
the sound lines on which the older had for long proceeded ; but we cannot but 
rejoice that through the freedom enjoyed by Scotland, the system of private 
banking, fraught with so much mischief in the provinces of England, was with 
us supplanted by a system enjoying a broader, a more national, and more solid 
basis. 

‘*Not the least eventful period of our history is that which commenced with 
the passing of Sir. Robert Peel’s Act of 1844, and the Complementary Act of 
1845. The former prohibited the establishment of any new bank of issue; the 
latter required us to hold coin to the extent of any excess of issue beyond the 
average amount, as then ascertained. I do not enter into any discussion as to 
the policy or effect of these Acts; indeed, it has been my purpose throughout, 
to avoid topics of controversy, and to confine myself to historical facts. Per- 
sonally, I have never hesitated to accept the legislation of 1844-45 as in prin- 
ciple sound, and in policy expedient, although faulty in detail. But on this 
point the greatest possible diversity of opinion exists; and you who are to be 
the future guides of our banking system ought well to study the vexed question. 
All I will say here and now is, that never did Scotland make such progress 
during a single generation as she has done since 1844; and I firmly believe that 
but for these Acts, our banking system and our general financial position would 
more than once have been exposed to shocks which would not have left them 
in the almost unstained credit in which they stand to-day. 

**As regards the banks, now eleven in number, the period since 1844, has been 
one of marvelous prosperity and expansion. The branches have increased from 
382 to 925; the deposits from thirty-three to upwards of eighty millions, Deal- 
ing with the eight larger banks, of which alone I have the figures, I find that 
at the selling price of 1845, the value of their capital of under seven and a half 
millions was about twelve and a half millions. The value of their present capi- 
tal of nine millions is now upwards of twenty-five millions. The average price 
of their stock in 1845, was 183 per cent.—now it is 283 per cent. 

** As regards the public of Scotland, I am very certain that they have banking 
facilities of a kind and to an extent unknown in any other country. A change 
in the law may come, although it is not imminent; and it will not come save 
with the acquiescence of the people of Scotland. The change, if and when 
made, will assuredly not be in the direction of freedom of issue ; and unity of 
issue means, as far as Scotland is concerned, a total revolution in our present 
system, in the maintenance of which, I am satisfied, the preponderating interest 
now lies with the people rather than with the banks. 

‘* Prosperous as it has been, the darkest incident in our story belongs to this 
period. The failure of the Ayr Bank in the last century, was a great disaster. 
The failure of the Western Bank, in our day, was a greater still. It carried 
misery and ruin to many homes. I am not going to enter on the sad _ history ; 
it is accessible to you all. Suffice it here to say that the footing on which that 
bank was from the outset avowedly conducted was radically vicious, and con- 
travened the essential principle on which Scottish banking has for a century and 
a half been based. I wish time permitted me to read to you the sound views 
in regard to reserves laid down by the late Mr. Blair, writing on behalf of the 
Edinburgh banks, in correspondence with the Western Bank, as early as 1834, 
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when, little more than two years after its establishment, they came to its relief. 
These were repeated in 1838, and enforced month after month, by the urgent 
counsels and warnings of Messrs. Jones, Loyd & Co., the London agents of the 
bank. Mr. Blair’s correspondence rescues the Scottish banks from all participa- 
tion in or complicity with the unsound principles of management which left the 
Western Bank in 1834, in 1839, in 1847, and in 1857—indeed, in almost every 
year of its existence—utterly unprepared for an emergency. 

‘*The loss sustained by the shareholders of the Western Bank—whose prompt 
response to overwhelming calls forms almost the only bright feature in the 
dark chapter,—amounted to about £ 2,700,000, spread over 1,200 proprietors. 
The holders of no fewer than 13,000 shares, representing £650,000 of capital, 
not only lost their stock, but surrendered their all, without being able to satisfy 
the claims upon them. How many more nobly struggled, and with success, 
honorably to meet their liabilities at the price of comparative poverty, and even 
of want, we cannot tell. No right-minded man,. placed in a position of banking 
“responsibility, can fail to be oppressed by the sad and painful lesson taught by 
this great catastrophe, or to feel very deeply how much and what widespread 
evil and ruin may result from laxity and imprudence.” 


The second great characteristic of the Scottish banking 
system, is that of the cash credits, of which Mr. Fleming gives 
a very full account: 


“ Cash credits were first established in Scotland by the minutes of the Direc- 
tors of the Royal Bank instituting the cash-credit system, and have ever since 
been a distinctive feature in Scottish banking. The resolutions of the bank 
meeting are dated 12th March, 1728, and are as follows: 

‘*A motion being made, That the giving credit to merchants or others who 
keep, or for the future shall keep, cash-accompts with the bank, may be an 
encouragement to trade, and enlarge the circulation of the credit of this bank. 

**Resolved,—That such merchants or others as keep, or for the future shall 
keep, cash-accompts with this bank, shall have credit for any special sum they 
shall fix upon, not exceeding four thousand pounds at any one time—the person 
demanding such credit making a proposition to a Court of Directors, bearing 
the credit demanded, and the security to be given for such credit—which secur- 
ity must be according to the rules of the bank in the case of ordinary lending, 
whether on personal security, pledge, or land security ; and further, the person 
demanding such credit shall give an obligement to certain articles, which oblige- 
ment and articles are to be settled and adjusted by a subsequent court. 

‘* Pursuant to the resolution of the Court of Directors of the twelfth of March 
last, the court resumed the consideration of the method of keeping cash accounts 
with such merchants and others as may have occasion to overdraw on the bank, 
and the rules to be observed by them, and the rorm of the security or obliga- 
tion of credit to be granted by them according to that resolution. 

** Resolved,—That such merchants and others as shall be allowed to overdraw 
on their cash accounts on the bank, shall become bound to observe and perform 
the articles, rules, and conditions hereinunder written, and to give an obliga- 
tion of credit of the tenor thereunto subjoined : 

‘¢1, That a book for a cash account be taken from the cashier of the bank, 
by every such person as keeps a cash account with the bank, wherein such 
money and bills, &c., as shall be lodged by him at any time in the bank on a 
cash account, shall be written and marked by the teller receiving the same, 
with the initial letters of his name, which shall be a sufficient voucher to bind 
the bank for payment of the money, &c., so lodged. 

‘¢2,. That every such person who keeps a cash account with the bank, do 
draw his cash out of the bank by bills drawn on the bank’s cheque paper, 
which shall be delivered to him for that purpose. 

“¢3d. That at the end of every half-year—that is, within six months from the 
commencement of the cash account at least—every such person shall by himself 
or his lawful attorney, settle and close his cash account with the bank for the 
preceding half-year. 

“4. That every such person, in consideration of an obligation of credit to be 
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executed by him according to the form hereunder written, may draw upon the 
bank for any sum not exceeding the sum that shall be agreed on by the bank 
to be filled up in such obligation, such person paying according to the legal 
interest for whatever sum or sums he shall draw at any time out of the bank 
over and above his own cash, in virtue of the credit of the said obligation, 
which interest shall continue and be running during all the time the bank shall 
be in any advance for or on account of any overdrafts, and no longer : 


**Form of the Obligation of Credit to be executed by such as are allowed 
to overdraw in their cash accounts on the bank. 


«*I, A, and with me B and C, are hereby become bound and obliged com- 
unctly and severally, our heirs, executors, and successors, to pay to Allan 
Wnhitefoord, cashier of the Royal Bank of Scotland, or his successors in office, 
for the use of the said Royal Bank the sum of 
at least so much thereof as I the said A shall be overdrawn in my cash account 
with the said Royal Bank, with the due and lawful interest thereof, from the 
time the Royal Bank shall be in advance for me the said A, with twenty pounds 
of penalty for every hundred pounds in case of failzie; and it is hereby declared 
that all bills, orders, or receipts, drawn or granted by me the said A, on or to 
the cashier of the Royal Bank, shall be sufficient vouchers to constitute the 
debt against me, as well as to discharge the cash I from time to time shall 
have lodged in the bank. 

‘*The cash credit system is both ingenious and simple. To be able, on 
credit, to draw on your banker as, and when you may find necessary, and to be 
charged interest only for the time you find it convenient to use the bank’s 
money, is the xe plus ultra of banking accommodation. That is the essence of 
the system which since 1728 has been largely instrumental in the development 
of our agricultural and mercantile enterprise. It had its origin, as we see from 
the first of these minutes, in the desire to encourage trade, and to promote the 
circulation of the bank’s notes. Perhaps if we were to place the latter motive 
first, we would be doing the directors little injustice ; but that it fully accom- 
plished the other object is matter of history. It is also certain that, on” the 
whole, cash credits have been granted with such caution in the past, that they 
have proved profitable to the banks, as well as most advantageous to the pub- 
lic. But undoubtedly the system never would have been introduced save for 
the note-issues. A cash credit was advantageous to the bank mainly through 
the frequency and extent of the operations upon it—all payments out being made 
in the bank’s own notes, and all payments zz being made in mixed notes. In 
so far as the notes put out were absorbed by the public, the bank gained the 
interest as the guid pro quo for the use of its credit. But of course the 
moment the legitimate requirements of the public for paper currency were satis- 
fied, advances on cash credits became a loan not of credit but of capital; for 
although the advances might be in the form of notes, the superfluity would 
immediately return on the bank for conversion. The Ayr Bank failed to see 
this, and fancying that they had only to provide a sufficient supply of paper, 
they granted credits so recklessly, that within a few months after beginning 
business they were obliged to resort to the system of finance paper on London, 
which proved their ruin. I am not sure that the old banks always kept the 
dangers of cash credits—for they have dangers—clearly in view last century. 
Else why did they voluntarily bear the burdens of all the private banking com- 
panies by granting cash credits to them? 

‘When the state of matters got healthier, and large joint-stock banks grew up, 
and each leant on its own resources, cash credits were limited to traders; and 
so long as they were not granted in excess of the portion of the bank’s 
resources, fairly applicable to such a mode of investment, or in excess of the 
healthy requirements of trade, they were mutually advantageous. But we can 
quite understand the fears of our predecessors in 1826, when they told Parlia- 
mentary Committees that if our note-issues were prohibited, the cash credit 
system was doomed. This would probably be the opinion of Scotch bankers 
still. 

‘*Why? And why is it that the system of cash credits, so manifestly benefi- 
cial to the public, has not been adopted in England? And, yet again, why is 
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it that our system of allowing interest on current accounts has been, after a 
trial of several years, abandoned the other day by the London joint-stock 
banks? The answer is, that without note issues having a national circnla- 
tion and credit, these facilities are all but impossible. 

‘To illustrate this, suppose John Smith & Co., of London and Glasgow, to 
have a cash credit for £1,000, with their London bankers, and a similar credit 
in Scotland. Every cheque they draw on London has to be met on presenta- 
tion, in legal tender, and the London banker must be prepared to meet at all 
times, in money, every check drawn up to the limit of the credit. Just so with 
the balance on a current account. Now go to Glasgow. The cheques drawn 
on the Scotch bank, whether on a cash credit or on a current account, are, 
just as in England, demandable in legal tender (¢.¢., coin in Scotland); but, 
in point of fact, coin is never taken, and the native notes are universally pre- 
ferred.* These notes will within a day or two—most probably the same day— 
reach another bank, and be brought the following morning into the exchange 
against the issuer; and if the balance is against the issuer on the final clear- 
ing, he will grant a draft on London at five days’ date for that balance. He 
has thus never less than eight days to provide for any unusual or unexpected 
adverse balance in the clearing-house. Hence, we can afford in Scotland to 
do what the London banker cannot do, for his adverse balance must be met 
the same day. All this would, of course, be changed if the note-issues were 
abolished. Loans would continue to be given, but they would, as in London, 
be for fixed periods and of fixed amounts, and given with reference to the 
banker’s resources at the moment. Cash credits—which at present are given 
in Scotland with reference to each banker’s general experience of the working 
of his own concern, and of the average demands on his resources, and with 
ample time, by the sale of consols or otherwise, to provide iz London for any 
exceptionally large or unexpected demand upon him—would, I think, almost 
necessarily cease, and with them probably—I would almost say certainly—the 
allowance of interest on current accounts.” 


With regard to the success of the Scotch Banking System, 
its causes are intimately connected with the two characteris- 
tics above specified. By means of the cash credits, the best 
of the small tradesmen in the country are singled out, and 
approved men of business are enabled to wield more or 
less of borrowed capital for purposes in which they have 
experience and skill. To these men banking accommodation 
is given only on condition that the bank has full confidence 
in them, and is sufficiently satisfied with their methods of 
doing business, to continue the permission to overdraw their 
accounts. Another advantage of the system is, that it has 
always promoted the circulation of the notes of the banks. 
The business community were well aware, and were continu- 
ally reminded by the officers of the various banks, that if 
they would have help from the banks, they must circulate 
the bank notes, and aid their currency as much as pos- 
sible, inasmuch as the power of the banks to help business 
men was entirely contingent upon the ability of the bank 
to keep its notes moving in the channels of the circulation. 
As these principles have been in active operation for more 
than a century, there is probably no country in Europe in 
which banks and bank notes enjoy more popular support 


*I believe I am strictly correct when I say that at all the offices of the Royal Bank ( upwards 
of a hundred in number) £5,000 in gold will not change hands in a week, and a very large 
portion of that sum is taken in the shape of half-sovereigns for convenience in the payment of 
wages. 
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than in Scotland. There are not wanting indications that 
the expansion of the cash credits of the Scotch banks has 
reached at times dangerous limits, but the note issues have 
never been so excessive and so promotive of financial dis- 
asters as in England. The difficulty experienced by the 
Scotch banks in finding adequate outlets for their loanable 
funds, has caused them during the last few months to seek 
to establish branches in London and in other parts of Eng- 
land. As the business of Scotland did not afford them a 
sufficiently broad field for the use of all their idle resources, 
they were naturally anxious to open new avenues of lucrative 
employment for their means, and some of them have been 
engaged extensively in exchange operations with British 
India and with this country. For such operations it was 
highly desirable that each bank should have its own branch 
in London, the financial centre of all the major operations 
in foreign exchange. Accordingly several of the Scotch 
banks took steps to establish offices in London, little sup- 
posing that there was any legal obstacle to this necessary 
extension of their institutions. The English banks, however, 
took the alarm; two powerful associations were organized, 
one comprehending the banks of the metropolis, and the 
other those of the rest of the country. These two associa- 
tions had been in existence before, but their organization 
and activity received a new impulse from the desire which 
was general among the banks throughout England, to pre- 
vent the Scottish banks from opening branches in London, 
or elsewhere out of Scotland. The statute on which the 
English banks rested their case, was Sir R. Peel’s Bank Act 
of 1844, which forbade any bank of issue to have its office 
in London, or within a certain distance of that metropolis. 
Instead of commencing a suit, however, the English banks 
chose to plead their cause in Parliament, and they attempted 
to obtain new legislation, forbidding the banks of Scotland 
to establish offices across the English border, without giving 
up their circulation. The House of Commons, instead of 
passing this bill, appointed a Committee to inquire into the 
banking laws and practice of England and Scotland, and the 
Blue-book published by this Committee shows that its 
inquiries were general, vague, and not very favorable to the 
projects of the banks by which the investigation had been 
instigated. The result has been that no suit has been 
brought to test the question whether the English law, as it 
stands at present, allows the Scotch banks to open branches 
in England. Meanwhile several of these banks, assuming that 
the law is on their side, have opened their offices in London, 
and if the banking business had not been for the last year 
or two so unremunerative, some other offices would no doubt 
have been established which are at present in abeyance. 
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THE NATIONAL SINKING FUND. 
BY GEORGE M. WESTON. 


The bill to refund the Public debt passed the U. S. 
Senate, March 11, 1870. Amendments were subsequently made 
in it by the House, and in a conference committee, and it 
finally assumed the shape in which it was approved by the 
President, July 14, 1870. A reference to the discussion and 
votes in the Senate upon the measure, will admonish us that 
we are drifting away insensibly from the sound views in 
respect to a public debt, which have been universally accepted 
in times past in this country, and were still accepted in 1870. 

The bill as prepared and passed by the Senate, contains the 
following : 

‘*SECTION 6, And be tt further enacted, That in order to carry into effect 
the fifth section of the act entitled, ‘An act to authorize the issue of U. S. 
notes, and for the redemption or funding thereof, and for funding the floating 
debt of the United States,’ approved February 25, 1862, relating to the sinking 
fnnd, there is hereby appropriated out of the duties derived from imported goods, 
the sum of $ 150,000,000 annually, which sum during each fiscal year, shall be 
applied to the payment of the interest, and to the reduction of the principal of 
the public debt.” 

In explanation of this section, Mr. Sherman said, February 
28, 1870: 

‘‘The interest on the public debt is now about 125 millions, so that this is 
an appropriation of twenty-five millions, or one per cent. of the principal, to be 
kept as a perpetual sinking fund, the operation of which will pay off every dollar 
of our indebtedness, old and new, in from twenty-five to thirty years, depending 
somewhat upon the changes in the value of our bonds.” 


And again, March 2d, 1870, Mr. Sherman said : 

‘*The public debt is now 2,500 millions, one per cent. is twenty-five millions, 
and that must not only be applied every year, but it must be applied in the 
nature of a sinking fund.” 

And again, March 11, 1870, Mr. Sherman said : 

‘* These particular revenues are pledged, mortgaged. You have no more right 
to take them for any other purpose than the public debt, than you have to take 
my property.” 

As will be seen, Mr. Sherman calculated that every dollar 
of debt would be paid off in from twenty-five to thirty years 
from 1870, that is to say, from 1895 to 1900. 

And as will also be seen, the proposed sixth section of the 
bill of 1870, did not purport to intre :ice any new principle, 
but to carry out the fifth section of tae Act of February 25, 
1862, by a precise liquidation and expression of the sum to 
be paid under it. 

The fifth section of the Act of February 25, 1862, set apart 
and appropriated so much of the customs revenue as might 
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be required for the interest on the public debt, and next for 
the following purpose : 

‘*To the purchase or payment of one per centum of the entire debt of the 
United States, to be made within each fiscal year after the first day of July, 
1862, which is to be set apart as a sinking fund, and the interest of which shall 
in like manner be applied to the purchase or payment of the public debt, as 
the Secretary of the Treasury shall from time to time direct.” 

There were certainly some objections to the proposed sixth 
section of the bill of 1870. One was, that there was then set 
apart out of the customs revenue, not merely the interest and 
one per cent. of the principal of the public debt, but the interest 
on the sinking fund which either existed, or ought to have 
existed, from payments into it between 1862 and 1870. 
Another was, that it proposed to liquidate and precisely 
express what needed no liquidation or greater precision of 
expression. Nothing could be more definite than that “one 
per centum of the entire debt of the United States” should 
be redeemed annually, and set apart as a sinking fund. 
There were no deductions to be made, of cash on hand, or of 
anything else, and nothing was to be done but to add up all the 
items of the “entire debt,” which was, and is, within the capac- 
ity of an ordinary clerk. However, this proposed sixth sec- 
tion, which does not appear in the law as finally passed, had 
the advantage of apprising the country of the total sum, 
$ 150,000,000, annually applicable to the debt, and was 
intended to be a compliance, in good faith, with the Act of 
February 25, 1862. 

Mr. Sumner (March 11, 1870), objected to the sum, and 
proposed $125,000,000. Mr. Sumner admitted all the obliga- 
tions of the Act of February 25, 1862. His points were, that 
the interest of the debt would be reduced to 100 millions, 
by the refundings which the bill authorized, and that an 
appropriation of 125 millions, would provide for this interest 
and leave twenty-five millions for the one per centum of the 
principal. He said, that if his amendment was adopted, 

‘In a little more than thirty years, the debt will be paid, instead of being 
paid in a little more than twenty years, as proposed by the section as it now 
stands.” 

As will be seen, the difference between Mr. Sumner and 
Mr. Sherman, as to the time when the proposed sixth section 
would extinguish the debt, was not altogether a difference 
of mathematics. Mr. Sumner reckoned the interest of the 
public debt, not at its then existing amount, but as it would 
be after the refundings which the funding bill authorized. 

And as will also be seen, Mr. Sumner contemplated the 
payment of the entire debt “zn @ little more than thirty years,” 
that is to say, not long after 1goo. 

As refundings and reductions of principal and interest have 
since progressed, and now promise to progress, Mr. Sumner’s 
proposition was more nearly right than the sixth section 


56 
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which he moved to amend. $150,000,000 annually would be 
now a greater appropriation, by twenty millions, than suffi- 
cient to pay interest and meet the requirements of the sink- 
ing fund as stated in the accounts at the Treasury Depart- 
ment. $125,000,000 would have been so far rather too little, 
but will probably be soon quite sufficient. 

No Senator, except Mr. Sprague of R. IL, supported Mr. 
Sumner’s amendment, and it was voted down without a divi- 
sion. Mr. Sumner was very sharply criticised for having pro- 
posed it, and more sharply than subsequent events have jus- 
tified. Mr. Morrill, of Vermont, was especially severe upon 
him. 

On the 3d of March, 1870, Mr. Morrill had said: 

‘*The American people are emphatically a debt-paying people. They do not 
believe in perpetual mortgages.” 

On the 11th of March, upon Mr. Sumner’s motion to amend 
the sixth section, Mr. Morrill said : 


‘*If I have been surprised more at one thing than another, it is at one or 
two of the positions of the Senator from Massachusetts. If there is a man in 
this body who is a stickler for the public credit, it is that Senator; and yet he 
has brought forward some propositions here that have more vitally attacked the 
credit of the country than any other Senator that I have heard speak. Here is 
a proposition that he brings forward to reduce the amount that is proposed in 
the sinking fund clause of this bill, from $ 150,000,000 to $ 125,000,000, to be 
appropriated annually, when we are obliged by law to appropriate at least one 
per cent. of the entire debt every year for its extinction. The entire indebted- 
ness of the country is $2,500,000,000. If the entire indebtedness of the coun- 
try were to-day funded at five per cent., the amount the Senator appropriates 
would just pay the interest, and not a dollar more.” 

The bill, as it finally became a law, did not contain this 
sixth section, but left the amount payable as a sinking fund, 
to be determined under the provisions of the Act of Febru- 
ary 25, 1862, which are also codified in the Revised Statutes 
of 1874. 

Mr. Wilson, of Massachusetts, seemed to be much less 
inclined than his colleague, or than the great body of the 
Senators, to hurry the extinguishment of the public debt, but 
even his views on the subject appear now, after the lapse of 
only seven years, to be quite in advance of the surface public 
sentiment which has been manufactured and nursed in favor 
of regarding our National debt, not as an evil to be got rid of, 
but as a blessing, as it undoubtedly is to those who are 
enriched by the dividends on it. 

On the 11th of March, 1870, Mr. Wilson said: 

‘¢What will be our condition at the end of ten years? * * * At that time 
we shall have perhaps $60,000,000,000 of property. * * * If I had my way 
I would not pay more than twenty or twenty-five millions annually, for the next 
ten years. Then for the following ten years, I would perhaps pay five or six 
hundred millions.” 

Fifty or sixty millions annually from 1880 or 1890, or five 
or six hundred millions in the ten years, of the principal of 
the debt, is far within what the country could easily pay, 
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but it is more than the sinking fund, as it is stated at the 
Treasury Department, will actually pay, and it is now appar- 
ent that even the sinking fund, little burdensome as it is, 
will require a vigilant defence against the attacks, open and 
covert, which are being made upon it. 

On the gth of March, 1870, Mr. Wilson proposed to give 
those who would lend money to the Government at four per 
cent. interest, bonds not redeemable until after fifty years. 
This met with no favor, and brought down a storm of indig- 
nation from Mr. Sherman, who said : 

‘*T should like to know how many Senators would be willing to issue a bond 
of the U. S., payable at the end of fifty years, without any right to redeem 
before that time? This would open a wide and extended question, upon which 
I could show to Senators authorities without limit. I could show that never, from 
the foundation of the Government to this hour, did the United States issue a 
bond under any circumstances, that was not at the pleasure of the United States 
to redeem after twenty years, and mostly after fifteen years. I could show 
from the writings of Washington and Hamilton and Jackson, and all the 
fathers, that under no circumstances ought a bond to be issued payable abso- 
lutely so long a period from date.” 

Mr. Morrill, now at the head of the Finance Committee ot 
the Senate, realizes too well that “the American people are 
emphatically a debt-paying people” and “do not believe in perpetual 
mortgages,” to give his assent to any scheme of funding lia- 
bilities of the civil war, in forty-year bonds, maturing more 
than half a century after the surrender of Appomattox. 

And Mr. Sherman, now at the head of the Treasury 
Department, may be relied upon to see that all the laws in 
respect to the sinking fund are faithfully carried out, and 
especially the law which gives to that fund a lien on the 
customs revenues, second only to the lien for the interest on 
the public debt. As he said in 1870, that revenue is “Jledged, 
mortgaged,” and until the claims on it of the interest and 
sinking fund are completely satisfied, neither Congress, nor 
any executive officer, has any better right to touch a dollar 
of it, than to take the private property of a citizen. 

It is sometimes said, that in certain years since the Civil 
War reductions of the debt have been made in excess of the 
sinking fund, and that, taking the whole period since the 
war, the aggregated reduction somewhat exceeds what it 
would have been, if the exact sinking fund, no more and no 
less, had been applied to the debt in each and every year. 
This is admitted to be true, although the figures of some 
computations, and even of some official computations, of this 
excess of past reductions, are open to many criticisms. It is 
quite unnecessary, however, to spend time upon exact figures, 
as the position is wholly untenable, that any excess of 
past reductions, great or small, can offset present and future 
obligations to the sinking fund. The limits of that fund are 
not a maximum, but a minimum, of annual appropriations to 
the debt. Not less than a certain sum must be paid in each 
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and every year, and as much more as the country finds itself 
able and inclined to pay. All questions of this kind are 
settled and concluded, both for the past and for the future, 
by the Revised Statutes enacted in 1874. 

Sections 3694 and 3696 of those Statutes are as follows: 


** Section 3694. The coin paid for duties on imported goods shall be set 
apart as a special fund, and shall be applied as follows :— 

‘* First.—To payment in coin of the interest on the bonds and notes of the 
United States. 

‘* Second.—To the purchase, or payment of one per centum of the entire debt 
of the United States, to be made within each fiscal year, which is to be set 
apart as a sinking fund, and the interest of which shall, in like manner, be 
applied to the purchase or payment of the public debt, as the Secretary of the 
Treasury shall from time to time direct. 

‘* Third.—The residue to be paid into the Treasury. 

** Section 3696. In addition to the amounts that may be applied to the 
redemption or payment of the public debt, an amount equal to the interest 
on all bonds belonging to the sinking fund shall be applied, as the Secretary 
of the Treasury shall from time to time direct, to the payment of the public 
debt.” 


These were the plain rules for the government of the 
Treasury Department prescribed in 1874. Everything is 
definite; the amount of payment “within each fiscal year,” and 
the fund out of which it is to be made. No reduction on 
account of any previous payments is authorized by this legis- 
lation, which, by fixing a clear rule for the future, concludes 


all the past. 

And the legislation in Section 3697 concludes and shuts 
off any new questions which might be raised in consequence 
of an excess of payment on the five-twenty bonds beyond 
the sinking fund, which might be made in any year subse- 
quent to 1874. 

That Section, which immediately follows those relating to 
the sinking fund, authorizes the Secretary of the Treasury to 
redeem any of the five-twenty bonds, “with any coin in the 
Treasury which he may lawfully apply to such purpose,” that is to 
say, with any coin left free to be used, and not set apart for 
the interest and sinking fund of the public debt. Everything 
is clear, in both letter and intent. To the extent of the 
interest and sinking fund of the public debt, the coin duties 
are absolutely and specifically set apart, and placed beyond 
any discretionary control. But as to any excess of coin 
beyond that setting apart, and therefore lawfully disposable, 
the Secretary is authorized, but not required, to buy in any 
of the five-twenty bonds. It was thus the expectation of the 
legislators, that circumstances might permit greater payments 
on the public debt than those of the sinking fund. Such 
greater payments were contemplated and provided for, and 
no authority is given, or can possibly be implied, to treat 
such greater payments, if they should in fact be made, as 
deductions to be taken in succeeding years from the sinking 
fund. 
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Section 3697 of the Revised Statutes, as appears both from 
the marginal reference and from the language of it, is a 
revision of a similar provision of the Funding Act of July 14, 
1870. It will be seen, in the Senate discussions of the Act of 
July 14, 1870, that Mr. Sherman thought that this pro- 
vision might be needed to remove any possible doubt of the 
power of the Secretary of the Treasury to pay off bonds 
beyond the limits of the sinking fund. The then Secretary 
(Mr. Boutwell) had already exercised such a power. He 
exercised it more largely after the Act of July 14, 1870, and 
it is these extra purchases of bonds made after the Act of 
July 14, 1870, and expressly authorized by that Act to be 
made in addition to the purchase of bonds for the sinking 
fund, which certain parties endeavored to persuade Mr. Bris- 
tow, a succeeding Secretary, to treat as superseding the 
sinking fund for the future. Mr. Bristow could not be per- 
suaded to take that view of the subject, and it is on the con- 
struction of law settled by him, that the sinking fund is now 
stated at the Treasury Department, and will undoubtedly con- 
tinue to be stated. Mr. Bristow’s successor (Mr. Morrill) did, 
it is true, insert in his report of last December, a table of 
the past reductions of the public debt, which was calculated 
and perhaps intended to satisfy Congress that the existing 
sinking fund might be suspended for a short time without a 
breach of public faith. But that was merely an opinion of 
Mr. Morrill, as to the propriety of a change in the existing 
law. No such change was made in it by Congress. As to 
what the law actually now is, Mr. Morrill assumed the con- 
struction to be what Mr. Bristow decided it to be, and stated 
the amount of the sinking fund for the current fiscal year 
accordingly. Mr. Sherman, of course, will continue the same 
construction, and indeed, no other is possible. 

Until the present fiscal year, the customs revenue has 
always been largely in excess of the two liens on it, first for 
the interest, and second for the sinking fund of the debt. 
This year, there will be a slight deficiency, if the Treasury 
estimate of last December, 127 million dollars, proves to be 
correct. The interest may be taken at ninety-five millions, 
and the sinking fund for this year is $33,705,806. But the 
amount of annual interest on the debt is being diminished 
by refundings, and the customs revenue may be expected to 
improve as business revives. And while the customs revenue 
is the only one set apart for the sinking fund, all money in 
the Treasury, however arising, not otherwise appropriated, is 
permanently appropriated for it by the following Section of 
the Revised Statutes : 

‘*SECTION 3689. There are appropriated, out of any moneys in the Treasury 
not otherwise appropriated, for the purposes hereinafter specified, such sums as 
may be necessary for the same respectively; and such appropriations shall be 
deemed permanent annual appropriations.” 
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“ Sinking fund: 

‘*Of one per centum of the entire debt of the United States, to be set apart 
as a sinking fund for the purchase or payment of the public debt, in such man- 
ner as the Secretary of the Treasury shall from time to time prescribe.” 

The payments made from July 1, 1876, to April 1, 1877, 
towards the sinking fund of the current fiscal year, have been 
as follows : 


In redeeming greenbacks $ 7,116,080 
+ SOMGtMAl SBENONC Ys. cscs. sacacessccssccsecs 11,006,629 


$ 18,122,709 

The sum of $11,006,629, is the amount of fractional cur- 
rency redeemed within the period named. In the months of 
April, May, and June, of 1876, the redemption was $ 8,157,739, 
of which only $7,062,142, was carried to the account of the 
sinking fund of that year. It is possible that the difference 
of $1,095,595, may be carried to the account of the sinking 
fund of this year. In that case, the payments made on 
account of it, to April 1, 1877, are $ 19,218,304. 

In round numbers, the payments required to be made for 
the sinking fund between April 1 and July 1, of this year, 
are fourteen or fifteen million dollars. The means available 
for the purpose are ample, being frst, the cash in the Treas- 
ury, which is fully twice what is needed for a working 
balance, and second, the accruing surplus revenue of this 
period of three months. On this last point, the country may 
be hopeful, as all the changes now being made in executive 
administration, are undoubtedly in the direction of reform 
and economy. 

Of the fourteen or fifteen million dollars of debt still to be 
redeemed during the current year, it is uncertain what propor- 
tion will consist of greenbacks and fractional notes, and what 
proportion of bonds. 

The sinking fund is the sheet anchor of the public credit. 
Every attempt to tamper with it must be resisted at the thresh- 
old. Everything is afloat if that fund is broken in upon. 
The question of maintaining it is nothing more or less than 
the question whether the old American policy of paying off 
in periods of peace the liabilities incurred during wars, is to 
be abandoned, and the European policy of permanent national 
debts is to substituted for it. If the people are not willing 
to-day to pay such taxes as will steadily diminish the debt, 
they will be less and less willing to do it hereafter. Time 
may add to ability to pay debts, but it never adds to the 
disposition to pay them. The country was never so ready to 
pay taxes to reduce the liabilities of the civil war, as when 
its events were fresh, and when the patriotism which had 
sustained it was still warm and glowing. 

No more bonds must be issued on any pretence whatever, 
until the stress of a new war shall again subject us to that 
deplorable necessity. 
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RESUMPTION AND FUNDING. 
BY DUDLEY P. BAILEY, JR. 


Whatever else may be said respecting the financial policy 
of the Government for the last nine years, it may at least 
in its main features claim the merit of consistency. The 
steady aim of this policy has been to reduce and fund the 
bonded debt, to the neglect of the far more important duty 
of reforming the currency. The Resumption Act has indeed 
been passed, but not a single step has, so far as the pub- 
lic is informed, been taken to carry out its most important 
provisions. Under the Act of 1874, the National Banks have 
done more towards bringing the currency back to a specie 
basis than all the action of the Government. It is indeed a 
subject of congratulation that in the last three years so 
much progress has been made in the right direction; but we 
have been almost dragged along by the force of circum- 
stances instead of hastening with willing feet. 

Only twenty months yet remain in which to complete the 
necessary preparations for resumption, and so far from enter- 
ing upon this necessary work, the Government still adheres 
to a policy tending to deplete the Treasury and the country 
of its too limited stock of coin. By the last debt statement, 
the Government owned, on the rst of April, only $38,538,885 
in coin above gold certificates against $44,941,184 July 1, 
1876; $58,058,110 July 1, 1875; $51,380,204 July 1, 1874; 
$ 56,062,808 July 1, 1872, and $78,228,929 July 1. 1870. The 
figures are taken from the debt statements, which usually 
require some corrections, and they do not show how much 
of the Treasury balance for the last two years has consisted 
of subsidiary silver coin. But it is evident that the policy 
pursued by the Treasury Department has in the last seven 
years weakened it in its metallic stock by the sum of 
$ 30,000,000. The funding operations have so far operated in 
the same way. The amount of called five-twenty bonds held 
in Europe has usually hitherto been greater than that of the 
new funding bonds sold there, and the balance must of 
course be remitted in some other form, either causing exports 
or preventing imports of specie. For a considerable period 
the commercial balance of trade has been so much in our 
favor, that on the whole the United States, for the first time 
im many years, has imported more specie than it exported. 
There are now, however, indications that this favorable con- 
dition of the exchanges is not to be of long continuance. 
Of late the quotations for exchange on London have shown 
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an upward tendency, and may at any moment reach a point 
at which the late additions to our metallic stock will com- 
mence to leave us. Neither the Government nor the country 
has any gold to spare if specie payments are to be resumed 
at the appointed day. Secretary Morrill, in his annual report, 
estimates that to insure this result, half as much coin will 
be needed as there shall be United States notes outstand- 
ing when the redemption commences. If contraction pro- 
ceeds no more rapidly than during the last two years, there 
will be nearly $350,000,000 of greenbacks awaiting redemp- 
tion on the first of January, 1879, requiring at least 
$175,000,000 of coin, of which the Government has, after 
deducting what it needs for ordinary disbursements, not 
Over $25,000,000. To acquire the remaining $ 150,000,000 in 
season, it must accumulate on an average about $7,500,000 
per month. The monthly withdrawal of this sum from a 
market so scantily supplied as our own, is no trifling mat- 
ter, but to defer still longer the commencement of the 
necessary preparations, will require a more rapid accumu- 
lation, and augment by so much the shock to the money 
market. 

The only way under the Resumption Act by which the 
Government can secure the necessary amount of gold, is by 
the sale of bonds for money, and not in exchange for five- 
twenties. If the funding operations stand in the way of 
thus accumulating coin, the time is fast approaching when 
the Secretary of the Treasury will (in the absence of fur- 
ther legislation) either have to give up funding for the 
present, or let resumption go by default. By the agreement 
with the Syndicate in August, 1876, he agreed to call in five- 
twenties as fast as the new four and a-half per cent. bonds 
were subscribed for. The right of the Syndicate to sub- 
scribe for the remainder of the new bonds expires by its 
own limitation on the 30th of June next, and the Secretary 
has had the right at any time since March 4 to terminate 
the agreement, by giving ten days’ notice. He can, there- 
fore, soon resume the power to suspend temporarily the 
funding operations, and can then sell bonds for coin until a 
sufficient supply is accumulated. This and not funding 
should now be the leading aim of our financial policy, and 
so far as the two cannot be carried along together, the 
former should have the preference. It is time to abandon 
the imbecile policy which instead of grappling with the 
greatest financial question before the country, has drifted 
helplessly at the mercy of circumstances. The country needs 
a new departure in its financial as well as in its political 
administration. 

These views by no means militate against the plan of fund- 
ing a portion of the United States notes, as proposed in the 
Sherman bill, introduced into Congress at the late session. 
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A contraction of the currency and the accumulation of a 
coin reserve are both important, and the former should, if 
possible, accompany and supplement the latter. But it is 
hardly worth while to waste much precious time waiting for 

new legislation, which may never come. 

Business suffers from the impotency of our National policy 
in relation to the currency. Doubtless one cause of the per- 
sistent depression of industry and trade is to be sought in 
the unskilled management of the currency. If our present 
suspension of specie payments had, as in previous crises, 
been a bank of suspension, the matter would have been in 
skilled hands, and the banks by contracting their obligations 
and accumulating specie to meet those that remained out- 
standing, would have placed themselves in a condition to 
resume specie payments within a few years after the close of 
the war. But as the present is a government and not a 
bank suspension, the case is different. The unskillfulness 
and moral obtuseness of governments in such matters, are 
proverbial. It cannot be denied that the failure of the Gov- 
ernment thus far to make any adequate preparations for 
resumption, has, to the great injury of business, created a 
lurking doubt whether specie payments are really to be 
resumed at the time appointed. It is becoming more and 
more evident every day that business cannot find solid bot- 
tom, except on a specie basis. The sandy foundation of 
paper money, on which our financial structure has rested for 
the last fifteen years, yields continually. If the Government 
were plainly making adequate preparations to resume, the 
paralyzing uncertainty as to what constitutes a dollar would 
be removed, the public would know what to depend on, and 
one of the chief causes of the existing stagnation would 
disappear. 

The almost unrivaled credit of the Government makes its 
power in the money market equal to the accomplishment of 
great results, and the Resumption Act places this vast power 
in a great measure at the disposal of the Secretary of the 
Treasury, to be used in preparing for the redemption of 
United States notes. The existence of the power carries with 
it a corresponding responsibility. 


a 


TITLE TO A PRoMIssoRY NoTE.—In the case of Caldwell et al. vs. Lawrence 
(appeal from Warren), the Supreme Court of Illinois holds that when one 
having the legal title to a promissory note sues the maker, it is no defense 
to urge that the equitable title is in another person. Suit is rightfully 
brought by the party in whom the legal title exists, and it can make no differ- 
ence to a defendant who is equitably entitled to the process. 
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ECONOMY AND THE REVIVAL OF BUSINESS. 
BY ALBERT S. BOLLES. 


Discussion has long been rife as to the causes of “the hard 
times,” yet even some authorities who profess to know pretty 
nearly everything about such matters, have shot far away from 
the truth. Thus, the avon, in an article upon “ Profitable and 
Unprofitable Economy,” after remarking that “the current 
newspaper advice on the subject needs considerable revision,” 
adds: “The restoration of confidence is after all the great 
thing we need; not more money . . or low living . . to 
bring about a return of prosperity.” 

The Mation’s specific, we believe, would not have the effect 
desired ; and, had the diagnosis of the case’ been thorough, 
the remedy mentioned never would have been applied. What, 
then, is the difficulty? Many have lost heavily by the 
Chicago and Boston fires, and other inevitable calamities, and 
by bad investments. Consequently, their incomes are reduced, 
and they cannot spend as much as formerly, without cutting 
into the principal remaining. No one will intelligently assert 
that they ought to do this. But no other alternatives are 
open to them—they must diminish the aggregate of their pur- 
chases, or their property will be diminished. If they continue 
in their former way, spending as much as ever, and exceed- 
ing their income, bankruptcy is inevitable. Although this 
latter alternative may be chosen and followed for a season, 
it is evident that, ultimately, all must live within their means, 
however small, else National bankruptcy would ensue. This 
being true, purchases must be less in consequence of a 
reduced income (prices remaining the same), and, therefore, 
consumption and production are checked. 

The truth of the foregoing observations may perhaps 
appear the more clearly through an illustration. Mrs. A., for 
many years previous to the Chicago fire, had taken a kindly 
interest in the welfare of some Indians, and had contributed 
liberally of her means in order to clothe them and supply 
other wants. The sum thus given was her income from an 
insurance company. That concern, having suffered severe 
losses by the Chicago fire, was obliged to suspend dividends, 
and so Mrs. A. was obliged to withdraw her support from 
the Indians. Not having their usual funds wherewith to 
make purchases, the Indians could not buy their accustomed 
quantity of clothing and other things. Their loss of funds of 
course affected the manufacturer, who was obliged to reduce 
production ; and then the operatives suffered in turn from loss 
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of employment. Exchanges becoming dull, stores are vacated, 
men fail, and capital becomes idle. Such has been the course 
of business during the past few years arising from the loss 
of property. 

The question now is how are we going to get out of 
trouble? The ation says: “The restoration of confidence is 
the great thing we need.” Confidence had nothing to do with 
the fires in Boston and Chicago; nor with the stoppage of 
mills and furnaces since the panic of 1873. These terrible 
calamities had a different origin ; and no amount of confidence 
can make goad the wealth thus destroyed, which is the real 
cause of our difficulty. The country is suffering from a loss of 
wealth, not loss of confidence. What people are seeking to do 
is to recover their lost possessions ; by the practice of no mag- 
ical art, like the restoration of confidence, can this be done. 
It must come by readjusting profits and prices so that the 
purchasing power now existing will buy as much as it would 
before the great losses occurred of which we have spoken. 

In other words, when prices are so reduced that all can 
purchase in the aggregate just as much with their diminished 
means as previously, they will purchase as much, and as 
much will be made and consumed. Before that time arrives, 
however, what will take place? Capital, finding no chance 
to invest at its old rates, will offer itself for less; the land- 
lord, rather than have his store empty, will cut down his 
rent ; the laborer, in order to retain or get a situation, will 
work for lower wages; and the exchangers and the manufac- 
turers will lessen their margins of profit. The consequence 
flowing from these changes will be, more purchases for the 
same amount of income, than formerly ; increase of consump- 
tion, followed by enhanced production. This is the way, and 
by no other, has a nation ever recovered from depression in 
business arising from a loss of wealth. 

The Maton truly remarked that if foreign trade increases, 
we may recuperate our shrunken wealth by selling our pro- 
ducts abroad ; and there is a very fair prospect for the dis- 
posal of our surplus products in this manner. This fact 
throws light upon the one just mentioned, namely, that what 
we need, and are trying to obtain, is greater purchasing 
power. This must come in some way, either by a reduction 
of prices, or by an augmentation of National wealth, before 
prosperity can return. Undoubtedly, if this purchasing power 
could be gained by increasing foreign trade, there would be 
far less suffering here than by reducing prices. 

It is true when business is paralyzed from want of confi- 
dence, the restoration of it brings prosperity. Thus, the 
panic of 1857 opened with the failure of the Ohio Life and 
Trust Company, followed by the non-payment of the obliga- 
tions of the Michigan Southern, and New York and Erie 
railroads. The failure of these concerns caused people and 
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moneyed institutions to be distrustful, especially the banks, 
which suddenly began to withhold their usual discounts. The 
result of their action speedily appeared in general suspension 
and bankruptcy. The effects of the panic, however, soon 
passed away, because, as not much wealth was lost, but 
merely confidence, the proper remedy—the restoration of con- 
fidence—was quickly applied. Banks began to discount freely, 
their customers were able to make their payments, and _ busi- 
ness rapidly revived. But now, there is a loss, not so much 
of confidence, as of property. There is a diminished fund 
for the purchase of commodities. And there is no other 
remedy except to increase the power of the purchase fund, 
which is usually effected by reducing prices. 

Not a few believe that a return to specie payments would 
bring prosperity to the Nation. It is true that in flooding 
the land with paper money the old price-marks were swept 
away ; and ever since, a great deal of suffering has been 
experienced on account of the inequality of prices occasioned 
by its use. The prices of commodities did not go up in equal 
proportions ; besides, an additional sum was charged as a 
kind of insurance premium to cover prospective depreciation 
of the currency. A return to specie payments would remove 
the speculative element in prices, and would tend to equalize 
and fix them, and this would be a great gain; but the use 
of gold as a standard of value, instead of paper, would not 
restore the wealth destroyed, which is the main cause of the 
depression in production and exchange. 

On the other hand, by returning to specie payments no 
such harm would befall the debtor class, or any other class, 
as many imagine. Those who spend all their earnings about 
as fast as they get them, are certainly as well off with a gold 
currency as with a paper one, because if they get less for what 
they sell, so do they buy at corresponding rates. It is the 
debtor class only who are affected by a diminution of prices; 
and as these have greatly and generally declined, notwith- 
standing the volume of paper currency has remained unchanged, 
and will continue to decline in spite of the currency at 
present existing, as much as they would if gold were substi- 
tuted therefor, no harm will happen to the debtor class from the 
substitution. For example, a farmer pays his obligations with 
the income derived from the produce of his farm. Now, if 
the gold price be as high as the paper price, how can he 
suffer by the substitution of gold for paper? If the use of 
paper tends to buoy up prices, then it is clearly for the inter- 
est of the debtor class to keep the present currency in circu- 
lation ; but there are causes at work more potent than any 
kind of money reducing and equalizing prices. There has 
been no contraction of the currency since the early years of 
Mr. McCulloch’s administration of the Treasury, yet prices 
have been dropping during the last ten years, and especially 
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since 1873. The effect of returning to specie payments, there- 
fore, so far as prices are concerned, has been already expe- 
rienced, through the working of a different cause than con- 
traction of the currency; and there need be no fear of a 
further shrinkage of prices in consequence of adopting a 
gold measure of them. If the currency could be inflated, 
prices would undoubtedly advance, and every debtor would 
get more for what he sold, and, consequently, could discharge 
his debts more easily. But the evils springing from inflation 
are so patent that but few have the temerity to advocate 
anything of the kind. In this peaceful time inflation means 
dishonesty and repudiation, and it were better to enact a law 
compelling creditors to accept a portion of what is due them 
in discharge of the whole amount, than to inflate the cur- 
rency. While, therefore, the return to specie payments will 
have no such marvelous effect, as some believe, in restoring 
life and prosperity to business, neither will this step reduce 
prices any lower than they will go under the present cur- 
rency, nor render it more difficult for debtors to discharge 
their obligations. This class can be aided only by an infla- 
tion sufficient to raise prices and thus enable them to accu- 
mulate more rapidly than they do now; but this move the 
country is not, and we trust never will be, prepared to make. 

Nor would an increase of paper money augment the 
amount of capital existing in the country, and in that way 
lighten the burdens of business men. What is needed is 
more wealth; if that which is lost could be replaced, there 
would be an immediate restoration of prosperity, but no 
increase of paper currency will add one dollar to the nation’s 
wealth. The larger quantity would have no more value than 
the present amount, probably not quite as much; and so the 
purchasing power would remain unchanged. The only 
remedy is an increase of wealth, not an increase of the cir- 
culating medium. 

Perhaps the conclusion we have reached may be more 
clearly seen by looking at the matter in another way. 
Prior to the recent panic, the annual production and exchange 
of commodities had become accommodated to the amount of 
wealth annually exchanged for them. This sum, within a 
short period, has greatly diminished. Now, it is evident that, 
if the prices of commodities remain the same, there is only 
purchasing power enough to buy a portion of them. In 
order, therefore, to stimulate sales, prices are reduced; but 
before the restoration can be complete, prices must decline 
pretty generally in all things. The price of many kinds of 
labor, however, still remains high; so do the profits of retail 
merchants, especially outside of the large cities; also, the 
price of meats, and often, rents. Every person is desirous of 
seeing the price of all things, save his own, sink; so each 
one is strugging along, maintaining the price of his product 
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as best he can, ignoring the fact, or trying to ignore it, 
that all must share in the reduction of prices before perma- 
nent prosperity is restored. People look wistfully to the 
extension of foreign trade, to a restoration of confidence, to 
specie payments, or to an increase of paper money, trying to 
believe that heroic treatment is not necessary in order to 
escape destruction. But it is, and the sooner the nation 
accepts the truth and applies such treatment the sooner will 
it recover. No one class can bear the reduction singly; an 
attempt to do so would end in failure. All must suffer in 
their due proportion. The heavy losses sustained in the 
beginning must be borne by all in the end, however 
unwelcome the truth may be, and however hard we may try 
to escape them. Hence as long as any considerable portion 
of the laboring classes prefers to steal, starve or beg rather 
than submit to a reduction of wages; and so likewise the 
landlord as to a diminution of his rents; and the grocer and 
butcher as to smaller profits on their sales; industry and con- 
sumption will be checked, for no one class can permanently 
bear the strain of lower prices. There must be a re-adjust- 
ment all around. When this is done, there will be a revival 
of prosperity, and not before. 

The conclusiveness of what we have said may not appear 
clearly to all, for two reasons worthy of consideration. 
The first reason is, if individuals purchase less, because their 
incomes are smaller, then less will be consumed and _ less 
produced ; capital will not be worth as much; and so the 
shrinkage will go on until there is nothing left. This is 
not so, as proved by experience. Though wealth has greatly 
diminished of late, yet purchases, to a certain extent, con- 
tinue; hence, production and consumption continue to a 
limited degree. Some are thrown out of employment; some 
kinds of business are conducted at a loss; but all forms of 
industrial activity do not cease, because much wealth remains 
wherewith to make purchases. 

The other reason is, before the panic of 1873 the entire 
income of the country was not expended in purchasing com- 
modities ; why cannot people now buy as much as ever with- 
out infringing upon their principal, even though that be 
smaller? The answer is, the entire income of the country is 
always expended in purchasing commodities. The only pos- 
sible way to increase wealth is by using it. Perhaps an 
illustration will throw light on this point. Previous to the 
panic, A. had an income of five thousand dollars, one-half of 
which he used to spend, and invested the other half. He 
has lost one-fifth of his income by fires and bad investments. 
Still, it is asked, why cannot he spend twenty-five hundred 
dollars a year according to custom, and if he does, why will 
not as much be consumed and produced as formerly? Sup- 
pose he does spend the latter sum as though nothing had 
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happened to his fortunes, what then? He has only fifteen 
hundred dollars to invest. Now A.’s investments were all 
spent by other persons, otherwise they never would have bor- 
rowed his money and paid him for the use of it. What did 
they want of it, if not to spend it? Were they going to put 
it in their safes and pay him for the privilege of keeping 
it? Perhaps he invests his surplus in a savings bank; this 
institution loans it to B. who builds a house with it; A.’s 
money finally gets into the hands of the mason, carpenter, 
painter, lumber merchant and others. Every dollar is expended 
by somebody. Suppose A. invests his money in real estate ? 
Then the seller puts his wealth into active use—for all 
cannot hold fixed property, as the quantity is limited and 
must be created before it can be transferred. A. invests 
his money in railroad bonds; in this event it is spent for 
iron, fuel, labor and other things. It is true, therefore, that 
the entire income of the country is always spent for labor 
performed during a shorter or longer period. It is evident, 
then, that it is of no consequence to producers, except as 
hereafter noted, whether A. spends his entire income him- 
self, or loans it to others; in either case, it is all spent for 
the benefit of production. To reduce A.’s income, therefore, 
is to diminish production, unless the price of things is dimin- 
ished correspondingly with the loss of wealth. In other 
words, production having become adjusted to the wealth 
existing three years ago, prices must be reduced, so that 
the wealth remaining will have as much purchasing power 
as in 1873, before production can be as great. This is the 
price of the restoration of prosperity. 

If this fact were not heeded, and purchases were made 
as though no losses had occurred, and at the old prices, a 
diminution of wealth would be inevitable. Economy, con- 
sequently, is not optional with individuals, but a necessity, 
in order to escape bankruptcy, until prices decline so that 
they can purchase in the aggregate as much with their 
smaller incomes as they could previously with their larger 
ones. 

The process of recovery, however, may be supplemented 
and aided in two ways—by greater industry, and by using 
wealth more productively. A merchant, finding the times 
dull, proposes to dispense with the services of one or two 
clerks, and do more work himself. Taking it for granted 
that his business will not suffer in other respects from 
doing clerical work, it is evident that he saves the clerk’s 
salary by greater self industry. But it may be asked, what 
has become of the poor clerk who was dismissed? Either he 
goes without work, or, what is more probable, engages him- 
self at a reduced price. The amount of labor relieved in 
this way swells the volume of unemployed labor which, in 
consequence, is obliged to offer itself at lower rates. By 





880 THE BANKER’S MAGAZINE. [ May, 


doing this, production and exchange are cheapened, and 
thus we come back to the point whence we started that, 
by cheapening production it is increased and prosperity is 
restored. 

Recovery, also, is hastened by a more productive use of 
capital. We have alluded to the case of Mrs. A. who could 
not give anything to the Indians, after losing a portion of 
her income. She proposes to recover her wealth, which can 
only be done by practising greater economy—by spending 
less and loaning more. It will be affirmed by some that 
really nothing is saved, because what she retains is loaned 
to another who spends it. Hence, the objector surely thinks 
there is no augmentation of wealth by transferring a portion 
of Mrs. A.’s income to some other spender. Whether this be 
so or not hinges on the question, who would spend it most 
productively? If both would spend it in the same manner, 
it is immaterial who pays it out. But if Mrs. A. would 
spend it for fuel, horses, carriages and other things which 
she might dispense with, and for supporting Indians and 
paupers, and B. in building a house, there would be a more 
productive return upon the money in the latter case than 
in the former, for Mrs. A. would have nothing, or but very 
little to show for the expenditure, apart from the comfort 
and pleasure derived from it, while B. would have a house. 
Moreover, he would have paid for just as much labor as 
Mrs. A, so that the laboring classes would have been as 
well off as though the money had been spent for coal, horses, 
carriages and the like. The only difference is, the money 
would have gone into the hands of different laborers in one 
case, than in the other. This, therefore, is what is meant by 
economy, by saving— putting one’s means to a more produc- 
tive use. Every one who does this hastens the day of pros- 
perity, by increasing the aggregate amount of wealth. In 
these times when the people are practising economy, they are 
putting their wealth to more productive uses than before, 
and, therefore, they should be encouraged to continue in their 
right ways. They may not perfectly understand how economy 
produces good effects, but these are seen, and so they are 
satisfied. If, by saving, they have more money at the end 
of the year, they know they are better off, and this is about 
all which is worth knowing of the matter. 


A bank book was presented at the Springfield (Mass.) Institution for Savings 
a few weeks ago, which had not been seen by the bank officials since the orig- 
inal deposit was made thirty-two years ago. The amount of the deposit was 
$ 300, while the interest alone has amounted. to $1,649. During all this time 
the owner of the book had never entered the bank or asked a question as to 
her property, which she now comes to claim. 
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“USURY AND THE NATIONAL BANKS.” 


In the April number of the BANKER’s MAGazingE, I notice 
an editorial article under the above caption, reviewing a 
charge published in the same number, made by Judge 
Ketcham, in the United States District Court, Western Dis- 
trict of Pennsylvania, in two suits vs. First National Bank of 
Mt. Pleasant, Pa. 

About one year ago I was led to make a very careful 
and thorough examination of all the State Bank Charters 
passed by our Legislature since 1855. As I think my investi- 
gation throws some additional light upon the main question 
at issue, I give the result, and, although my opinions and 
conclusions have no judicial authority or professional weight, 
they may aid in correcting, what seem to me, some very 
grave errors, which are assumed by judge Ketcham to be 
facts. 

What is the rate of interest that National Banks in Penn- 
sylvania may legally charge? Section 30 of the National 
Bank Act reads as follows: 

** Any association may take, receive, reserve and charge on any loan or 
discount made, or upon any note, bill of exchange, or other evidence of 
debt, interest at the rate allowed by the laws of the State, Territory, or 
district where the bank is located and no more, excepling that where, by the 
laws of any State, a different rale is limited for Banks of issue organized 
under State laws, the rate so limited shail be allowed for associations organized 
or existing in any such State under this title.” 

On this point, and quoting the above Section, Judge 
Ketcham says, ... “The legal rate of interest in Pennsyl- 
vania is six per cent. The rate of discount allowed to banks 
of issue is also six per cent. and no more. It is true there 
are some banks that by special Acts of Assembly are allowed 
to charge more, but these are exceptions to the general law 
of the State. Congress deals with general rules, and, when it 
excepts Banks of issue under the State laws, it means the general 
law applicable to the whole State, and relating to Banks of issue 
all over the State.” 

In 1861 our Legislature passed an “Act to establish a 
system of free banking in Pennsylvania, and to secure the 
public against loss by insolvent banks.” 

Among other privileges granted by this Act was that of 
issuing circulating notes. This, so far as I am aware, was 
the only general Bank Act in force in this State, at the time 
of the commencement of these suits, February 1, 1876, and 
of the one hundred and twenty or more State Banks doing 
business in Pennsylvania at that time, I do not believe there 
is a single one that derived its authority from this general Act, 
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but each one is incorporated by, and doing business under 
a special Act of the Legislature. On the 13th of May, 1876, 
another general Bank Act for Pennsylvania was signed by 
the Governor, which repealed all former general Acts incon- 
sistent therewith, but left special Acts undisturbed. Under 
this Act I have been informed that five banks have been 
organized, all in Pittsburgh. 

Section 30 of the National Bank Act above quoted, is part 
of the Act of June 3, 1864, at which time all State Banks, 
except Savings banks doing a legitimate savings bank busi- 
ness, were “banks of issue.” The Savings Banks in existence 
throughout the United States, at the time of the passage of 
Section 30, were nearly all, in reality, what the name implied, 
and managed exclusively in the interest of the depositors 
who were the sole recipients of all profits earned, over the 
actual running expenses. These banks were not allowed to 
do a general banking business or to issue notes, but were 
restricted in regard to the character of their investments, 
and in view of these restrictions, my impression is, that in 
some of the States they were authorized to receive a larger 
rate of interest on loans than the regular rate allowed by 
State laws. But on the third of March, 1865, (nine months 
afterwards,) Congress passed “an Act to amend an Act 
entitled, ‘An Act to provide internal revenue to support the 
Government,” etc., which levied a tax of “ten per cent. on all 
notes of any State Bank, or State Banking Association, paid out by 
them after July 1, 1866.” 

The effect of this Act was, of course, to destroy all State 
Banks “of issue” throughout the country, which it did most 
effectually. 

The question then naturally arises as to what was the 
intention of Congress as expressed in Section 30, and this 
question is very fully answered in the case of Tiffany vs. 
The National Bank of Missouri, where Judge Strong, in 
delivering the opinion of the Supreme Court of the United 
States, says: 

. . . . “It was expected that they (the National Banks) 
would come into competition with the State Banks, and it was 
intended to give them at least equal advantages in such compe- 
tition. In order to accomplish this they were empowered to reserve 
interest at the same rates, whatever these rates might be, which were 
allowed to similar State institutions.” 

As our “similar State institutions” in Pennsylvania are 
incorporated under special laws, we, certainly, according to 
Judge Strong, are “empowered to reserve interest at the 
same rates, whatever those rates might be,” that are accorded 
to them. What rates are accorded to them? We have in 
Pennsylvania a large number of banks that are authorized 
by law to reserve over six per cent. interest. 

The majority of these Banks are limited only to such rates of 
interest as may be agreed upon between the bank and the borrower. 
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The Sectidn granting these unlimited powers in nearly all 
these charters is as follows: 

‘*The said bank shall have power and may borrow or lend money for 
such periods as the bank shall think proper; may discount any bill of exchange, 
foreign or domestic, promissory note or other negotiable paper, aud the interest 
may be received in advance at such rates as may be agreed upon by the 
parties; and shall have the right to hold in trust or as collateral security for 
loans, or advances, or discounts, estate, real, personal or mixed, including the 
notes, bonds, obligations, or accounts of the United States, individuals or cor- 
porations, and to purchase, collect and adjust the same, and to dispose thereof 
for the benefit of said bank or for the payment of the debts as security for 
which the same may be held in any market of the world, without proceeding 
in law or equity and for such price and for such terms as may be agreed upon 
by the said corporation and the parties contracting therewith.” 

Section No. 5136, of the United States Revised Statutes in 
regard to the powers of a National Bank, is as follows: 

‘Tt shall have power to carry on the business of banking, by discounting 
and negotiating promissory notes, drafts, bills of exchange and other evidences 
of debt; by receiving deposits; by buying and selling exchange coin and bul- 
lion; by loaning money on personal security; and by obtaining, issuing and cir- 
culating notes according to the provisions of this Title.” 

Although not “banks of issue,” and practically debarred 
from issuing notes by Act of Congress, 3d March, 1865, are 
not these Pennsylvania State Banks just the kind of insti- 
tutions that Section 30 of the National Bank Act was 
intended to afford protection to National Banks against? 
They are authorized to transact a regular banking business, 
and to do all that the National Banks can possibly do, 
except to issue notes; they come into direct competition 
with National Banks in many of the counties of this State, 
offering such rates of interest for deposits as forces National 
Banks to offer similar rates, thereby virtually making the dis- 
counting of paper at simple six per cent. a practical impos- 
sibility, wherever they exist. 

Under this state of facts, and with so large a number of 
our Pennsylvania State Banks authorized by law to take over 
six per cent. interest, how can the United States Supreme 
Court (except as they reverse themselves) possibly hold that 
Pennsylvania National Banks are guilty of any violation of 
the INTENTION AND SPIRIT of Section 30, in doing the same 
thing ? 


E. F. Torrey, 


Cashier Honesdale National Bank. 
HONESDALE, Pa., April, 1877. 
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LEGAL-TENDER NOTES ON INTEREST. 


On page 696 of the BaNnKErR’s MaGazine for March last, 
it is proposed to place a limited portion of the legal-tender 
notes now in circulation, on interest, in order that they 
may gradually cease to be used as currency, and finally be 
withdrawn by conversion into bonds, and thus aid by con- 
traction our return to specie payments as proposed by the 
Act of 1875. 

If it is true, as many suppose, that the quantity of legal 
tenders in circulation has anything to do with their quality, 
or power, then we should by all means diminish the volume, 
until the proper standard is reached. If legal tenders, bank 
notes, or any other form of currency, can be considered as 
a cause, then let us remove a sufficient amount to give us 
the right condition. 

We shall find, however, that currency is an effect, and that 
the volume required depends upon the price and quantity 
of property to be exchanged, and that these are the causes 
of increase or diminution in the volume of the various kinds 
of paper with which our transactions are effected. All this 
paper is currency, but not money. If from any cause, the 
money standard depreciates, prices are inflated, and we not 
only require more bank notes, or other similar paper, for 
small change, but there is necessarily an immense increase 
in the volume of checks, drafts, and bills of exchange, 
which really constitute the great mass of currency all over 
the world, and which we create without the aid of legisla- 
tion, as it is wanted to effect our exchanges. 

If gold is our standard, and it is found by sufficient 
experience, that the labor required for its production is 
relatively and permanently less, then prices will as surely 
rise, as would the level of the ocean, by the addition of 
more water. But the /uidity of gold, or the facility with 
which it supplies a demand at any point, makes the change 
gradual, and really causes but little disturbance, or injustice, 
and therefore, we need not fear to make our contracts by it, 
as we should have done during the war, instead of substi- 
tuting paper which has no value in itself, and ought never 
to be used as money. 

The legal tenders issued under the Act of February 25, 
1862, and used as our money standard since that date, have 
been constantly changing in their relation to gold, and we 
may justly ascribe the greater portion of the difficulties 
under which we have labored (especially since 1869) to their 
presence. 
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Let us, then, not only place these notes on interest, and 
convert them at the earliest practicable date into bonds, as 
proposed in the article referred to, but let us provide for 
treating the National bank notes now in circulation in the 
same manner, so that the Government shall not have, on 
its Own account, any paper out, which is not in a legitimate 
form, as a debt, on interest. 

Fund the notes in consols at four per cent. per annum, 
interest quarterly, and then issue new notes for circulation 
by bankers who can not only show loanable capital, invested 
in short-date commercial paper, but who have in addition to 
this, valuable productive securities, which can be Ceposited 
with the proper officer as a guaranty that the Government 
shall sustain no loss, by engaging that all such notes shall 
be equal to specie funds at the clearing houses, and conse- 
quently fit for use by its own agents, as well as the public 
at large, in place of coin. 

We should never use gold, or silver, as currency, for both 
are too expensive and inconvenient. We need no gold for 
currency, or the basis of our currency, but simply as a 
standard, having a well-known, and considerably uniform 
relation to labor. 

The proper basis for all currency, including bank notes, is 
to be found in the commodities which every one desires to 
purchase at gold prices, but not with gold. Good paper 
is better. 

The capital of the banker is not in money, nor in real 
estate, or stocks of any kind, but is a portion undescribed 
(except by amount) of the general stock of commodities 
which we are engaged in producing, exchanging and con- 
suming, or otherwise, converting into fixed forms, or real 
estate, as instruments of further production. 

The checks, drafts, and bills of exchange used, are like 
so many deeds, and the notes receivable are but mortgages, 
by which the debtor agrees at a stipulated time to return an 
equivalent. No bank notes are necessary, because the banker 
has a perfect right to issue checks payable at the clearing 
house, for any and all sums he desires to represent. His 
checks are like the order on a store for goods, and the 
Government has no right to dictate their form. 

But the Government can, and should say, that only a cer- 
tain kind shall be accepted and used by its agents, and 
these should not only be redeemable at the clearing houses, 
on demand, in funds equal to specie, but the banker should 
pay into the general treasury an equitable portion of the 
profit on the circulation, sufficient to remove the temptation 
to over-issue, and also obviate the objection which many 
persons make to the use of banks as our agents in perform- 
ing this important service. 

We should then remove all restrictions hitherto imposed 
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upon the business of the banker, leaving him as free to lend, 
as we do the manufacturer to create, and the merchant to 
sell the same things. 

The banker does not lend money, and there is no good 
reason why the Government should interfere with his free- 
dom, until he assumes the duty of issuing notes, as our 
agent. There is no justice in taxing bank capital any more 
than we should mortgages. Titles to property are not 
property, and should not be taxed. Property itself is visible, 
tangible, and can be reached. And all property, public as 
well as private, should be subjected to fair valuation, and 
pay its proportion of the expenses consequent upon its care. 

Finally, I ask our bankers, and men of business, to con- 
sider whether what I have said is not true, and if so, 
whether there should not be a radical change in our course, 
in regard to the question of resumption, and the creation 
of a bank-note currency for the future, which will more per- 
fectly meet the demands of our rapidly-increasing commerce. 

My own opinion is in favor of an immediate, honest 
resumption, or return to the old standard, and the establish- 
ment of a truly National System of Free Banking. 

Davip WILDER. 

Boston, April, 1877. 


NATIONAL BANKS AND STATE USURY LAWS. 


Two important cases have recently been decided in the Circuit Court of 
Augusta County, Virginia, by Judge McLaughlin, a jurist whose opinion is 
entitled to much respect. In each case the National Valley Bank, of Staunton, 
was plaintiff, and John N. Opie, Michael G. Harman and Robert G. Bickle 
were defendants. The first case was on a note for $2,600, which was dis- 
counted in that shape by the First National Bank of Staunton (now consoli- 
dated with the National Valley Bank) on 16th October, 1874. The note was 
in renewal of various notes which had been previously discounted in said bank. 
It had its origin in a note of $500, discounted at twelve per cent. in March, 
1869, and another for $500, discounted in May, 1869, at the same rate. On 
the 19th of November, 1869, a note was discounted for $2,000, at ten per 
cent., out of which was paid the two notes of $500 and a Baltimore draft 
of $1,000. This note of $2,000 was renewed from time to time, and con- 
solidated with various other notes, cost of protest, accrued interest, etc., until 
it was renewed for $2,600, on the 16th of October, 1874, the balance of 
which was the note sued on. The drawer was the same in all the notes, but 
there were from time to time various endorsers, Bickle’s name not appearing 
until the 16th of October, 1874. 

The second case was on a note for $2,450, which was first discounted in 
that shape in the National Valley Bank on the 16th of October, 1874. This 
note was also in renewal of various notes which had been previously dis- 
counted in said bank. It had its origin in notes which had been discounted 
as early as 1868, at twelve per cent. These notes had been consolidated into 
one, which by various curtails and renewals had been reduced to $1,600. 
This note was carried on until the 21st of November, 1871, when a note was 
discounted for about $2,100, out of which was paid the one for $1,600, 
and other notes and drafts. This last note was renewed from time to time, 
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and with costs of protests, accrued interest, etc., until it was renewed for 
$2,450, the renewal of which was the note sued on. The drawer was the 
same in all the notes, but as in the other case, there were from time to time 
various endorsers, Bickle’s name not appearing until the 16th of October, 1874. 

All the defendants pleaded wé/ debet, and the defendants, Harman and 
Bickle, pleaded usury, and a special plea of offsets and payment of usurious 
interest, upon which the plaintiffs took issues, and also replied the five years’ 
statute of limitation. 

Judge McLaughlin held: 

1. That where usurious loans or discounts are made by a National bank, the 
penalties are those prescribed by the National Banking Act, and not by the 
statute law of the State. 

2. That when a note is originally discounted at an illegal or legal rate of 
interest, it does not lose its original character by being renewed or consoli- 
dated with other notes. The original impress remains on the note or that part 
of the consolidated notes. If once usurious the taint remains on that part. If 
originally discounted at a legal rate it remains free from taint. 

3. That the present Constitution of Virginia having been adopted by the 
people of Virginia on the 6th day of July, 1869, and a government having 
been organized under it, it was in force if not from the 6th of July cer- 
tainly anterior to the 19th of November, 1869, although the Act of Congress 
under which it was submitted to the people required the approval of Congress, 
which was not obtained until the 26th of January, 1870. 

4. That the constitutional provision allowing as high as twelve per centum 
per annum to be exacted for the loan of money upon debts thereafter con- 
tracted, operated froprio vigore, as an amendment of the statute law of the 
State, and did not require a Legislative enactment to make it operative and 
effective, and consequently a loan of money or discount of a note at a rate not 
exceeding twelve per cent. in November, 1869, was not usurious. 

5. That as the constitutional provision only allows more than six per cent. to 
be charged on debts thereafter contracted, it is not lawful to charge more than 
six per cent. interest on a note discounted after the adoption of the Consti- 
tution, if it was the renewal of a note discounted before its adoption. 

6. That under the National Banking Act, the penalties are not only a for- 
feiture of the interest since the maturity of the note and of the interest or 
discount reserved in the particular note sued on, but also all payments for 
usurious interest heretofore paid in the same transaction; but if the defend- 
ants seek to set off against the principal of the note the usurious interest paid 
on the loan or discount, he cannot do so under the general plea of usury, but 
must do so under a special plea of setoff. 

7. That to this special plea the plaintiff may reply the statute of limita- 
tions and no payments can be allowed as setoff, except such as were paid 
within five years. 

8. That zsurious interest means all interest paid if any portion of it is in 
excess of that allowed by law and not merely the excess over legal interest. 

g. That although the principal does not avail himself of the defence of usury, 
yet his endorsers have a right to have set off all usurious interest paid by 
him upon such plea filed by them. 

10. That after the note is purged of all usury, and the setoffs are deducted 
for all usurious interest paid, judgment will be rendered for the balance, with 
interest from the date of the judgment. 

Judgment was accordingly rendered in both cases for the amount of the 
notes, after deducting all usurious interest paid within five years, with interest 
on so much of the notes as was not usurious from the maturity of the note 
and on the residue from the date of the judgment. 

In the first case the Court rendered a judgment against Harman and Bickle 
for $1,702.13, with interest on $852.11, part thereof from January 14th, 1876, 
till paid, and on $852.02, the residue thereof from December 13th, 1876, 
till paid, and costs; and in the second case, judgment against Harman and 
Bickle for $2,100.81, with interest on $1,602.11 part thereof, from January 
14th, 1876, till paid, and on $498.70, the residue thereof, from December 13th, 
1876, till paid, and costs. 





——— 


ee 


THE BANKER’S MAGAZINE, 


THE TAXATION OF NATIONAL BANK SHARES. 
SUPREME COURT OF THE UNITED STATES, 
No. 965.—OcToBER TERM, 1876. 


The People of the State of New York, ex rel. The Gallatin National Bank et 
al., Plaintiffs in Error, vs. The Commissioners of Taxes and Assessments in 
the City of New York. 

In Error to the Court of Appeals of the State of New York. 

Mr. Justice HuNnT delivered the opinion of the Court. 

The relaturs complain that their shares of stock in the National Gallatin 
Bank are assessed at too large a sum. They appeal from the judgment of 
the Court of Appeals sustaining the determination of the Commissioners of 
Taxes, which fixed the taxable value of such shares at $59 each, whereas 
the par or nominal value of such shares is $50 each. 

Many grave questions were discussed by the counsel upon the argument, to 
which we do not think it necessary to refer. We place our judgment upon 
a single ground. 

The laws of the State of New York provide that shares of stock like those 
we refer to shall be assessed ‘‘on the value” of the shares, and at ‘their 
full and true value, as they (the assessors) would appraise the same in pay- 
ment of a just debt due from a solvent debtor,” deducting the proportional 
value of the real estate owned by the bank.—(2 Stat. N. Y., 1866, p. 1647, 
ch. 7832 KR. SN. Y¥., som $27: 

The assessors were justified under this authority in fixing the value as we 
have stated. The appraisal included the reserve fund, which is as much a 
part of the property of the bank, and goes to fix the value of shares, equally 
as if it were not called by that name, but remained as a part of the specie, 
bills discounted, or other funds of the bank, undistinguished from the general 
mass. 

The Act of Congress of June, 1864, provides that the States may tax the 
shares of National banks, subject to two restrictions: Ist, that this taxation 
shall not be ‘‘at a greater rate than is assessed upon other moneyed capital 
in the hands of individual citizens of such State ;” and 2d, ‘‘that the tax so 
imposed . . . shall not exceed the rate imposed upon the shares of any of 
the banks organized under the authority of the State where such Association 
is located.”—(13 Stat. at Large, 112.) In Hepburn vs. The School Directors, 
this Court decided that in making assessment of bank shares by this authority 
it was competent to assess them at an amount above their par value.— 
(23 Wall., 480.) 

But the relators insist that by the Act of the Legislature of the State of 
New York, passed March 9, 1865, it was enacted that the shares of a bank 
could not be assessed at an amount greater than the par value thereof, and 
that such statute created a contract with the banks organized under the same 
which could not be altered by a subsequent Legislature. Hence it is argued 
that the Act of 1866 authorizing such shares to be assessed at a rate which 
may exceed their par value is a law impairing the obligation of a contract, 
and is void. 

The section of the Statute of 1865 referred to is as follows, viz: 

**§ 10. All the shares in any of the said banking associations, organized 
under this Act, or the Act of Congress, . . . held by any person or body 
corporate, shall be included in the valuation of the personal property of such 
person or body corporate or corporation, in the assessment of taxes in the 
town or ward where such banking association is located, and not elsewhere, 
whether the holder thereof reside in such town or ward or not; but not at a 
greater rate than is assessed upon other moneyed capital in the hands of indi- 
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viduals of this State, provided that the tax so imposed upon such shares shall 
not exceed the par value thereof; and provided further, that the real estate 
of such Associations shall be subject to State, County, or municipal taxes 
to the same extent, according to its value, as other real estate is taxed.” 

Had this been a valid statute we might have been called upon to discuss 
the point raised. But it was held in Van Allen zs. The Assessors (3 Wall., 
573) that this Statute was fatally defective, in that it did not contain a proviso 
that the tax thereby authorized to be imposed should not exceed the rate 
imposed upon banks organized under the authority of the State. The system 
of taxation devised by the Statute of 1865 was adjudged to be illegal and 
void The clause now laid hold of by the relators was simply a proviso or 
qualification of that system. It necessarily fell with it. When the main idea 
was thrown out of existence, the subordinate parts, which were adjuncts of and 
dependent upon the main theory, ceased to exist. There never was, legally 
speaking, any such proviso or enactment as the relators claim the benefit of. 
Of course, there could be no such thing as a violation of contract contained 
in a proviso which never existed.—( Warren vs. The Mayor, 2 Gray, 98, 99; 
Sedgwick on Statutes, 413, 414, and notes, ed. of 1874.) 

Judgment affirmed. 


FINANCIAL LAW. 


| COMPILED FROM THE ALBANY LAW JOURNAL.] 


BANKRUPTCY. 


In Voight v. Lewis, Trustee of Fay Cooke, decided a short time since by the 
United States Circuit Court for the Eastern District of Pennsylvania, and reported 
14 Nat. Bank Reg. 543, it was 4eéd that where bankrupts had, in addition to 
their other business, carried on a brokerage business, for which they kept a 
separate account, and a separate bank account, a party whose bonds were sold 
was entitled to payment in full, if the amount in the bank is more than suf- 
ficient to pay all claims against the brokerage department. 

The United States District Court for the Eastern District of Virginia, in the 
case /n re Mutual Building Fund Society and Dollar Savings Bank of Richmond, 
recently decided (15 National Bankruptcy Register, 44), passed upon a question in 
bankruptcy, of interest to those dealing with banks. A bank which had sus- 
pended payments, advertised that it would, on a certain day, ‘‘resume business 
by receiving special separate deposits in trust to new account, pledging the bank 
to use these deposits only in payment of checks against that new account, and 
as fast as the bank can collect and realize from the loans and securities, to pay 
pro rata instalments on its present indebtedness,” etc., etc,, and received new 
deposits, and soon after finally failed, and was adjudicated in voluntary bank- 
ruptcy. The court 4e/d (on petition of a new depositor to be paid in full as a 
preferred creditor), that the new deposits were not special deposits; that no 
lien was secured when they were paid in over the counter of the bank ; that 
no preference was secured by the advertisement ; and that the new depositors 
were general creditors to be paid fro rata. 


BILLS AND NOTES. 


In the case of Dickerman v. Miner, recently decided by the Supreme Court 
of Iowa, the facts were these: After the execution and delivery of a promis- 
sory note by defendant Miner, and without his knowledge or consent, it was 
signed by one Johnson. In an action against both by an indorser, it was “eld, 
(1) that the adding the name of another maker to a bill or note is a material 
alteration, such as will discharge the original parties not consenting, without 
regard to whether the alteration is injurious or beneficial to them, and that 
Miner was discharged ; (2) that Johnson became thereby the maker of a new 
note, and that the discharge of the other maker was sufficient consideration to 
support his promise, the law presuming that he knew that the effect of his 
signature would be to discharge Miner. 
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The case of Van Etten et al., plaintiffs in error, v. Heman, decided at the 
January term, 1877, of the Supreme Court of Michigan, was an action upon 
certain promissory notes, made by plaintiffs in error, payable to the order 
of ‘*J. H. Luhn,” and indorsed ‘J. H. Luhn, by John D. Day, attorney.” 
At the time these notes were made, Luhn was dead. Plaintiffs in error had 
in his life-time executed notes for his accommodation, and which he had used, 
and these were about maturing at the time of Luhn’s death. Upon his 
decease, his widow, with knowledge of the plaintiffs in error, continued his 
business in his name, retaining Lay, who had before been his manager and 
general agent. The notes in suit were executed by plaintiffs in error and 
sent to Day to be used in retiring the notes previously given by them for 
Luhn’s accommodation. Day sold the notes to defendant in error, who was a 
bona fide purchaser for value, before their maturity. Day used the proceeds 
of these notes to take up the previous notes. The Court 4e/fd that under 
the circumstances, the plaintiffs in error were in no situation to make any 
defense to the notes in suit, in the hands of defendant in error as a dona 
fide purchaser, based upon the want of consideration going to them, or the 
irregularity of the transfer and indorsement, as affected by the decease of the 
person named in the notes as payee; that defendant in error was entitled to 
suppose the notes were regularly transferable by Day by his indorsement of 
the name of the concern he was known to represent, that being the same 
name to whose order the notes, after the death vf the person bearing that 
name, were made payable, and the plaintiffs in error must have contemplated 
and intended that the notes would thus be used and transferred. 

The Supreme Court of Pennsylvania, in the case of Rand v. Drouy, decided 
January 22, 1877 (3 W. Notes Cases, 349), 4efd that a promissory note does 
not cease to be negotiable because indorsed by a corporation through its seal. 
The holder of a promissory note may strike off an irregular indorsement through 
which he has not derived title, placed before that of the payee. 

The case of Goodnow v. Warren et al., administrators, decided February 19, 
1877, by the Supreme Judicial Court of Massachusetts, was an action to recover 
upon three promissory notes made by W. R. Stockbridge & Co., payable to 
the order of Samuel Gregg, by whom they were indorsed. Gregg died before 
the maturity of the notes, and notice of non-payment was given to W. R. 
Stockbridge, one of the executors named in Gregg’s will. Stockbridge never, 
in fact, took out letters, and resigned before the maturity of the third note, at 
which time Fisher Ames was appointed special administrator. The question 
in the case was, whether there was sufficient notice of the non-payment. The 
Superior Court ruled that the notice was sufficient, and directed a verdict for 
the plaintiff. Upon appeal, the Supreme Judicial Court Aofd that the adminis- 
trator, not having been appointed when the two first notes became due, the 
notice to Stockbridge, the executor named in the will of Gregg, was, under 
the circumstances, proved sufficient to render Gregg’s estate liable on the 
indorsement, but as at the time when the third note fell due. the executors 
named in the will had renounced the trust, and Ames had been appointed 
special administrator, and all these facts could readily have been learned on 
inquiry, the notice to Stockbridge was not sufficient. 

The case of Third Nation:l Bank of Syracuse v. Clark et al., decided on Jan- 
uary 5, by the Supreme Court of Minnesota, was an action brought by plaintiff, 
as indorsee of a promissory note made by defendant, payable to the order of 
The Williams Mower and Reaper Company, and indorsed as follows, viz: ‘‘ Pay 
Third National Bank, Syracuse, or order, for collection for the Williams Mower 
and Reaper Company, Syracuse, N. Y., O. Welsh, Treasurer.” The court held, 
that the indorsement was “restrictive” and that parol evidence was inadmissi- 
ble to show it absolute. The case of Rock County Bank v. Hollister, 21 Minn. 
385, was followed and applied to this case. 

The case of Hannen v. Sullivan, recently decided by the St. Louis Court of 
Appeals, and noticed in the Central Law Fournal, passes upon a question of 
payment of negotiable paper. The court ed, that when the maker of a note 
pays the same to another than holder, in order to discharge the debt, it must 
be paid to some one authorized to collect it, or whose action is subsequently 
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ratified. Such authority or ratification may be proved by circumstances, such as 
leaving the note in the possession of an agent, or silent acquiescence in the pay- 
ment to the agent ; but mere silence will not be sufficient to establish a ratifi- 
cation unless the jury believe that the principal intended by such silence to 
ratify his agent’s act. Nor will the mere fact of the agent’s having loaned the 
money and received the note for the principal, warrant a finding that the agent 
was authorized to collect. The mere possession of an unindorsed promissory 
note is not of itself sufficient to authorize a payment thereon to the holder, 
when said note is not exhibited to the payer. 

In Fohnson v. Bailzheimer, lately decided by the Supreme Court of Illinois, 
a promissory note executed to Lazarus Silverman & Co., was assigned by an 
indorsement on the back, ‘‘ Lazarus Silverman, successor to Lazarus Silverman 
& Co.” The Court held that, while at law, a moiety, or any other portion of 
a promissory note, cannot be assigned so as to enable the assignee to bring 
an action in his own name for his distinct interest, yet the law is equally 
well settled that the sole survivor of a firm may assign a promissory note 
payable to the late firm, by indorsement, so as to vest the legal title in the 
assignee as effectually as if the note had been made payable to him. The 
legal effect is the same as would have been the indorsement of the firm 
itself. 

INTER-STATE CONTRACTS. 

The case of Towne v. Rice, decided on February 3d, by the Supreme Judi- 
cial Court of Massachusetts, was an action upon two notes. In the court below 
the defendant contended that the instruments sued on were not negotiable 
notes, and that he was not bound personally thereon, as his signature was that 
of a receiver only. It appeared at the trial in the Superior Court, that the 
defendant and the other maker, Haralson, were receivers of the Alabama and 
Chattanooga Railroad Company, a corporation organized and located in the 
States of Alabama and Georgia, appointed by the United States Circuit Court 
in Alabama, and that they were engaged in operating and equipping that road. 
The defendant was allowed, as a witness in his own behalf, against the plaintiff’s 
objection, to show that the notes in suit were actually New York contracts made 
and given there, and was allowed to impeach the notes for alleged usury under 
the statutes of New York. The court ruled as a matter of law, and under the 
statutes of New York in evidence, that the notes were absolutely void on the 
ground of usury, both as against the original party and any innocent holder for 
value, and that the plaintiff could not recover against the defendant, either as 
maker or indorser, and directed a verdict as to each note for the defendant. 
The plaintiff alleged exceptions, which the appellate court sustained, holding 
that while the presiding judge correctly ruled that the instruments sued were 
negotiable promissory notes, it was erroneously held by him that, as against an 
indorser of the same, in this State, for value before maturity and without 
notice thereof, the defendant might show that the notes, although dated at 
Boston with intent that they should be Massachusetts’ contracts, were actually 
made in New York, and on account of illegal interest reserved or taken, were 
there void by the statute of New York. 


LIABILITY FOR DECLARATIONS OF OFFICERS. 


The Supreme Court of Pennsylvania, in the case of A/afes v. Second National 
Bank of Titusville, passed upon the question of the liability of an incorporated 
bank, for the declarations of its officers. The action was by the bank named 
against indorsers of a note discounted for the accommodation of the drawer. 
The affidavit of defense was that ‘‘at and before the time that defendants 
indorsed the note,” they inquired of the cashier and one of the directors of the 
bank whether it would be safe for them to indorse, and that these officers 
informed them that they considered the drawer perfectly good, and they would 
be safe in indorsing; that the officers knew the representations to be false, 
and that they made them to deceive defendants, who would not have indorsed 
but for the representations. The Court 4e/d that the affidavit of defense was 
insufficient. Such declarations, although wilfully false, made by the officers, 
not in the course of their duties as officers, or agents of the bank, could not 
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affect the bank. O'Hare v. Second National Bank, 27 P. F. Smith, 96, was 
followed as to the National Currency Act. 


PARTNERSHIP. 


In the case of Bennett et al, v. Dean, decided by the Supreme Court of 
Michigan, at the January term, 1877, Dean sued Alonzo, Allen and Theodore 
Bennett, as co-partners doing business under the name and style of the 
**National Savings Bank of Jackson, Michigan,” and he was allowed, in the 
court below, to recover against Alonzo and Allen Bennett, the court holding 
them estopped from showing, as defense, that they were not partners, by reason 
of their having silently allowed Theodore G. Bennett, to represent them in 
printed notices to be partners as alleged. It was conceded they were not, in 
fact, such partners. These notices represented that Alonzo and Allen were 
directors of the bank, but did not import or imply the existence of partnership, 
or any connection by them involving the liabilities of such a relation. The 
Supreme Court 4e/d, that it was not competent for Dean to claim to have been 
led by these publications to suppose plaintiffs in error were partners, and as a 
consequence to have trusted the bank; that the most he could insist upon is, 
that they should be held to the liabilities which the representations averred 
them to have assumed. 

In the case of Billborough v. Holmes, 35 L. T. Rep. (N. S.) 759, decided 
December 16, 1876, in the Chancery Division of the English High Court of 
Justice, the facts were these: A firm of bankers was in the habit of receiving 
money on deposit, paying interest thereon, and giving deposit notes. Whenever 
a change was made, either by additional payments or by drawings out, in the 
amount of the deposit, the old deposit note was given up, and a new one given 
for the new balance. In 1872 two new partners were taken into the firm. 
One of the original partners died in the same year, the other original partner 
died in 1874. The business was carried on by the new partners alone until 
1875, when the bank stopped payment, The firm continued to receive money 
on deposit, giving notes as before, such notes bearing the same signature as 
those issued by the original partnership. The new firm also paid, or credited, 
interest to the depositors until the bank failed. After the failure, the deposi- 
tors carried in proofs against the estates of the bankrupt partners, and then 
sought to prove for the balance against the estate of an original partner. The 
court /e/d, that the depositors had, by their acts, accepted the liability of the 
new partners in lieu of that of the old partners, and that the latter were con- 
sequently released. 


SPECIAL DEPOSITS. 


In the case of Chattahoochee National Bank v. Schley, decided February 20, 
1877, by the Supreme Court of Georgia, the question of the liability of a 
National bank for the loss of special deposits received for safe-keeping, the 
Court held that a National bank that habitually receives special deposits for 
safe-keeping, as matter of accommodation, is bound by the act of its cashier 
in receiving on special deposit a package of stocks and bonds. The bank, 
though acting without reward, becomes a bailee, and is responsible for gross 
negligence. 62 Penn., 47; Code, §§ 2104, 2105. It held also that if a person 
withdraw from a bank a special deposit, in pursuance of authority conferred 
upon him by the depositor, the bank is discharged, though the authority be 
unknown at the time to the corporation, or to the officer representing it in 
the transaction. It held further that written authority, signed by the depositor, 
on the certificate of deposit in these terms: “ Will pay above dividends or 
coupons to (naming a particular person) for my account,” will not justify the 
bank in parting with possession of the bonds themselves and the certificates of 
stock described in the certificate of deposit, though possession be yielded to 
the person thus named. 


STATUTE OF LIMITATIONS. 
The Supreme Court of Tennessee, in the case of State and Watson, trustee, 


v President, etc., of Bank of Tennessee, decided January 20, 1877, holds that 
as to bank notes issued and put in circulation as money, there is in Ten- 
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nessee no statute of limitations where there has been no demand of payment ; 
and the making of an assignment by the bank does not change the rule. 
Ff. & M. Bank v. White, 2 Sneed, 482. The Court also hold that the assets 
of a bank are a trust fund, first for the payment of its creditors, even after 
dissolution ; and as, in proceedings in equity to reach ‘the trust fund, the cor- 
porate existence of the bank is not essential, the proceeding is not affected by 
Sections 1493, 1496 of the Code. It says that in this case the petitioners not 
having been cut off from any participation in the fund, by a rule or order of 
Court requiring all creditors to come in and file their claims by a given time, 
and the fund being yet undisturbed, the statutes of three and seven years 
do not protect the assets in the hands of the receiver against the claims of 
the petitioners. 
TAXATION, 

The Supreme Court of Minnesota, in the case of State v. Citizens’ National 
Bank of Faribault, decided January 17, 1877, old, that in the exposition of tax 
laws under the constitution of that State, which requires equality and uniformity 
in the imposition of taxes upon property upon a cash valuation, such a con- 
struction must be adopted as will avoid duplicate taxation, unless a contrary 
interpretration is compelled by some express provision or necessary implication 
of the statute. Under chapter 1, General Laws of Minnesota for 1874, the 
banking office and lot lawfully owned and occupied, as its place of business, by 
a National bank created under the laws of Congress, is not liable to assess- 
ment and taxation as real estate ‘‘eo nomine” against the bank. 

In the case of Peopl: ex rel. Tradesmen’s Bank vy. Commissioners of Taxes, 
decided January 12, 1877, by the Supreme Court of this State, at the First 
Department General Term, an interesting question in relation to taxation of 
National banks was passed upon. The capital stock of the relator was 
$ 1,000,000, in shares of $40 each, par value. Its banking-house was assessed 
at $200,000, which was less than its actual value. The market value of each 
share was $56. By chapter 761, Laws 1866, under which a tax is imposed 
upon the shares of National banks, it is provided that in ‘‘ making such assess- 
ment there shall be deducted from the value of such shares such sum as is in 
the same proportion to such value as is the assessed value of the real estate of 
the bank to the whole amount of the stock of the said bank.” The court held, 
that the market value of the shares was that which is required for assessment, 
but that in making the deductions the nominal value of the shares was to be 
regarded. In this case the banking-house appeared to be one-fifth the actual 
capital. The assessment should be for each share $56, from which should be 
deducted one-fifth, $11.20; the assessed value of the shares would therefore be 
$ 44 80 each. 


USURY. 


The Supreme Court of Pennsylvania, in the recent case of Hopkins v. West 
(3 W. Notes Cases, 343), 4o/d that where usurious interest is included in the 
amount of a judgment confessed by a debtor and afterward paid in full by him, 
the excess over legal interest cannot be recovered back under the Act of 
28th May, 1858. But the excess of interest paid upon the amount of such 
judgment, after its confession, may be recovered back, In this case a judg- 
ment was confessed for an amount including usurious interest. Afterward the 
defendant paid the judgment in full, with usurious interest to the aay of pay- 
ment. The Court held, that the excess of interest included in the judgment 
could not be recovered back, but that paid upon the judgment could be. 
Sharswood, J., saying that there is no difference in legal effect between a judg- 
ment confessed or for want of an appearance or plea, and a judgment on the 
verdict of a jury. 

The Supreme Court of Kansas recently held, in the case of Pritchett v. Rol- 
fins, that the plea of usury is a personal privilege, and if the debtor declines to 
avail himself of it, no stranger to the transaction can. A second mortgagee 
cannot plead usury in a prior mortgage, either to defeat or postpone its lien. 
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PROPOSED LAW FOR UNIFORM BANK REPORTS. 


The following bill has been prepared by the Comptroller of the Currency, 
and submitted to the authorities of every State. It has already been acted upon 
by the Legislatures of some of the States, and ought to be adopted by all: 


A BILL TO PROVIDE FOR OBTAINING AND PUBLISHING REPORTS OF BANKS, 
SAVINGS INSTITUTIONS, AND TRUST COMPANIES ORGANIZED UNDER STATE LAWS, 


Be it enacted, That each and every banking institution, organized under 
the laws of this State, shall make a report to the Auditor of State showing 
the condition thereof before the commencement of business on the first Mon- 
day of the months of January, April, July, and October of each year. 

SEc. 2. That the Auditor of State shall issue his requisition upon all bank- 
ing institutions for the reports required to be made by Section 1 of this Act 
a convenient number of days prior to the first day of January, April, July, and 
October of each year, and each banking institution shall upon receipt thereof 
immediately forward to the Auditor a balanced report of its condition, verified 
by the oath or affirmation of one or more of the officers of such institution, and 
shall also publish such report in full at its own expense, in a newspaper issued 
at the place where the institution is located, or, if there be no newspaper in 
that place, then in the one nearest thereto; and any banking institution 
neglecting to make and transmit to the Auditor of State and publish such 
reports, shall, after the expiration of five days from the receipt of the requi- 
sition therefor, be subject to a penalty of thirty dollars for each day’s delay, 
which penalty may be collected by a suit to be brought by the Auditor of 
State or by any creditor of the Association before any Court of competent juris- 
diction in the district wherein such banking institution may be located; and all 
sums of money collected for penalties under this Section shall be paid into the 
Treasury of the State. 

Sec. 3. That banks, trust companies, savings banks, and other banking 
institutions having capital stock, shall report their resources and liabilities in 
the following form : 

Report of the condition of ‘* The “at , in the State of ‘ 


before the commencement of business on the first Monday of » 187—. 
Dr. Cr. 








Resources. Dollars.| Cts. Liabilities. | Dollars. | Cts. | 


| 

. All other loans and discounts. | 2. Surplus fund wal | 
. QverGsah..0ccccccncesceeiss 3. Undivided profits............ | 
. United States bonds on hand.}| | 4. State Bank notes outstanding. 
. State bonds | | 5. Dividends unpaid 
Other stocks, bonds, and | 6. Individual deposits 

mortgages | 7. Due to banks and_ bankers.. 
. Due from other banks and 8. Notes and bills rediscounted. 
g. Bills payable 


OU WN 


. Real estate 

. Furniture and fixtures 
Current expenses. 

. Premium on bonds. 

. Cash items. 

. Gold coin, $—; silver co’ 

. National Bank notes 

. United States notes... 


. Loans on real estate | 1. Capital stock paid in | 
| 








see eeeeeenees 








eee ereee 





STATE OF r of “ The ————_-,,” 

County of ‘ do solemnly swear that the above statement is 
Sworn to and subscribed before me this—— || true, to the best of my knowledge and belief. 

day of » 187—. 


Sa, » Cashier. 
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Sec. 4. Savings banks and other banking institutions having no capital stock 
shall report their resources and liabilities in the following form: 


Report of the condition of ‘** The ae , in the State of > 
before the commencement of business on the first Monday of » 187—. 
Dr. Cr. 








=. =_— 
Resources. | Dollars. Cts.| Liabilities. Dollars. Cts. 


. Loans on real estate 1. Individual deposits 
. Loans on United States and 2. Due to banks and bankers.. 
State stocksecsecessseeees 3. Undivided profits 
. Loans on other stocks and 4. Other liabilities 
DODO ccccccssccscccescecs 
. All other loans, 
. United States bonds on hand. 
. State bonds on hand 
. Other stocks and bonds.... 
- Real estate... .ccccccccccccce 
. Furniture and fixtures 
. Expenses 
Due from banks and bankers. 
» Specie.cccocccccs SSsiaisees-eee 
. National Bank and United 
States currency 
. All other assets............- 


, ee aaseeees P 

















I, , a 
do solemnly swear that the above statement is 
true, to the best of my knowledge and belief. 





STATE OF ° |] 
County of ——. 1} 
Sworn to and subscribed before me this — || 
day of » 187—. | 
| 
| 


. Cashier. 
And such banks shall also furnish, with their reports, the following informa- 
tion: The number of open accounts and the rate per centum of dividends or 
interest on deposits for the past year. 

Sec. 5. That the Auditor of State shall compile the reports received by 
him under this Act, and the tables so compiled shall be printed quarterly for 
distribution when prepared, and shall be by him transmitted to the Legislature 
at the beginning of each session thereof. 


THE QUESTION OF TAXATION.—There are indications that the subject of 
taxation may become one of the leading political issues of the future. On 
this point the Chicago Tribune thus retnarks: ‘‘This issue embraces in detail 
differences as to how much money shall be expended in the way of public 
improvements and on the public service, the limitation of the debt-contracting 
power, the ways and means of raising’ the revenue, the principles of revenue 
reform and high tariff as applied to the production of revenue, the collection 
as well as the assessment of taxes, and the administration of the public 
moneys. It is an issue on which what may be called the self-supporting 
classes will be always practically in accord, whether they live north or south of 
Mason and Dixon’s line, and whether it comes up in a national or local shape; 
and they may always expect to encounter the antagonism of the tax-devourers, 
including all those who cannot make a living outside of office-holding, the 
contractors and subsidy-hunters, the demagogues who persuade ignorant people 
that lavish public extravagance will redound to their benefit, and generally 
the impecunious and irresponsible classes, who have no property representing 
surplus earnings, and who are indifferent to the amount of taxes imposed and 
the manner in which they are assessed and collected.” 
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BANKS AND BANKERS OF THE UNITED STATES. 


The Number in each State and Territory. 
FRoM THE BANKER’S ALMANAC AND REGISTER, 1877—(SECOND EpiT10n). 
National. State. Savings.* Private.t Total, 
 — 33 
. I 
12 
67 
26 
14 
8 


3 
7 
8 


40 


2 


PONE a i cnitdicddecnvccdscwaasens re 


Florida 
Georgia 


l&luawuundnloa 


3 
297 
117 
216 
Kansas..... 
Kentucky. 
Louisiana. 


Maryland 

Massachusetts 

Michigan .. ....co.csseeee ccccccecsceee 
Minnesota 

Mississippi 

Missouri 

Montana 


Nevada 

New Hampshire 

New Jersey. - 2 

New Mexico, -_ = 

New York State (city excepted) - 62 

New York City « 

North Carolina : 3 - ‘ 

ION ickissicecascoves os * a 220 

Oregon — . 

Pennsylvania . £1 ‘ 306 

Rhode Island - 15 r 6 

South Carolina 6 19 

Tennessee. : - 18 . II 

WORDS: cssnracatmescrnsaestieisnneassons ~ 2 ss i 73 
. — % ‘ 7 
. — 6 - I 

Virginia, - 40 . : 31 

West Virgimia........ccccccccccsceee ~ me ‘ 8 


Wisconsin . ; : 75 
Washington Territory _ = 2 
Wyoming . 2. . 5 


Totals . Oye . OG . 25m 


* These are Savings banks Jvofer, organized for the benefit of depositors. In other States 
it is impossible to separate them from those benefitting stockholders. 
+ Brokers are not included in this list. 
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SILVER CoIn.—The Treasurer of the United States gives notice through a 
circular, that he will cause to be forwarded from some mint of the United 
States. to any point in the United States reached through established express 
lines by continuous railway or steamboat communication, subsidiary silver coin 
in return for national bank notes forwarded to him for redemption in sums of 
$1,000, or any multiple thereof not exceeding $10,000. The expense of trans- 
portation will be paid by the Mint. 


The total disbursements of silver to date have been as follows: For currency 
obligations, $12,250,000; for fractional currency, $ 19,100,000; of fractional 
currency there remains outstanding $22,500,000, It is stated that Secretary 
Sherman claims the right to issue silver to the amount of $54,000,000, the 
extra $4,000,000 beiag the amount on hand in the Treasury previous to the 
passage of the act fixing the limit of silver issue at $ 50,000,000. 


SILVER IN PLACE OF SMALL NoTEs.—For the purpose of bringing silver 
coin into still more general use in the circulation of the country, and as a 
step towards specie payments, the Secretary of the Treasury will suspend for 
present the issue of one-dollar notes in sums over ten dollars. He will also, 
in retiring legal tenders under the Act of 1875, select notes of the smaller 
denominations wherever it is practicable. In the payment of drafts upon the 
Treasury, where change is desired, all sums under five dollars will be paid in 
silver instead of in paper. 


CALLS OF FIvE-TWENTY BoNnpDs.—On March 27th the Secretary of the 
Treasury issued the forty-fourth call for the redemption of the five-twenty 
bonds of 1865, for May and November. The call is for $10,000,000, of 
which $9,500,000 half millions are coupon and one-half million registered 
bonds. The principal and interest will be paid at the Treasury on and after 
the 27th of June next, and interest will cease from that day. The follow- 
ing are the number of the bonds, all being inclusive : 

Coupon Bonds—% 500, Nos. 42,301 to 46,000; $1,000, Nos. 121,001 to 
132,000. 

Registered Bonds—% 500, Nos. 7,494 to 7,600. 

The forty fifth call was issued on April 5th. The call is for $10,000,000, 
of which $9,500,000 are coupon and $500,000 reyistered bonds. The prin- 
cipal and interest will be paid at the Treasury on and after the 5th day of 
July next, and the interest will cease on that day. The following are the num- 
bers, all inclusive : 

Coupon Bonds—$ 500, Nos. 46,001 to 49,800; $1,000, Nos. 132,co1 to 
141,000. 

Registered Bonds—$ 5,000, Nos. 7,601 to 7,764. 

DivipDENDs.—The following dividends payable in May are declared by New 
York City banks : . 

Bank of the State of New York...... 34% .. American Exchange National Bank.. 3 

City Bank .» National Mechanics’ Banking Ass’n. 2% 

Germania Bank .. Pacific Bank... 

DEATH OF LUTHER C. CLARK.—Mr. Luther C. Clark, of the firm of Clark, 
Dodge & Co., Bankers, died, after an illness of some months, at his home in 
this city, on April 23d, aged sixty-two years. Mr. Clark was a native of 
Northampton, Mass., and had been a banker in Wall street since 1845. 
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THE NEw York Stock ExCHANGE.—The Governing Committee of the Stock 
Exchange on April 3rd, adopted the recommendation of the Committee on 
the Stock List, to establish as soon as possible a call for mining securities, to 
consist of the mining securities that are now on the list, and the stock and 
bonds of such other mining companies as may comply with the requirements 
of the Exchange, and prove on investigation to be fair business enterprises, 
By authority of the Governing Committee, the President has appointed the 
following Committee of Arrangements :—Messrs. George W. McLean, G. H. 
Brodhead, D. T. Worden, Fred. White, and Howard Tapsley. This Commit- 
tee is to have charge of the Gold Department, which begins May 1, and to 
draw up and enforce the necessary rules for its government and the transac- 
tion of business therein, including the arrangements for the calg of mining 
securities. 


THE NEw York GOLD EXCHANGE held its semi-annual meeting on April 
16th, Mr. C. O. Morris presiding. The report of the Treasurer, Mr. R. L. 
Edwards, showed : balance on hand, October 1, 1876, $121,216; receipts since, 
$15,986; total, $137,203; expenditures, $17,862. Balance now on hand, 
$119,343. The Secretary reported 451 members in full standing and 18 
associate members. On motion, it was unanimously voted that a Committee 
of three be appointed to draft resolutions expressive of the appreciation by 
the members of the services rendered to the Exchange by Messrs. C. O. 
Morris, R. L. Edwards, and James B. Colgate. On motion, the officers and 
Committee were directed to hand over all the funds, records, etc., of the 
Exchange to the Trustees, who were to wind up its affairs and distribute the 
balance of assets fro vata among the members. 

The Trustees to wind up the affairs of the Gold Exchange, elected by the 
members on the 17th, were Messrs. Eugene S. Ballin, James Seligman and 
W. Harman Brown. 


BurGLArY.—The Sixth National Bank, on Broadway, Sixth Avenue and 
Thirty-fifth street, was entered on Sunday, April 8th, between one and four P.M. 
by burglars, who got into the unoccupied basement, sawed through the floor, 
and broke open a safe containing a quantity of silver coin. A large Herring 
safe, containing the main cash of the bank, was unsuccessfully attempted. At 
four o’clock a policeman observed the broken safe through the window, but 
the thieves had already flown, carrying off about $2,coo in silver coin. 


ConnEcTICUT.—The following is the new Interest Law of this State, which 
was approved March 23, 1877. It will be seen that there is no penalty for, or 
recovery of usury once paid, while no higher rate than six per cent. can be col- 
lected by suit at law: 

An Act Concerning Rate of Interest.—Be it enacted by the Senate and House 
of Representatives in General Assembly convened : 

SECTION 1. The compensation for forbearance of property loaned at a fixed 
valuation, or for money, shall in the absence of any agreement to the contrary, 
be at the rate of six per cent. a year. And in computing interest, three hun- 
dred and sixty days may be considered a year. 

Sec. 2. Interest at the rate of six per cent. a year, and no more may be 
recovered and allowed in civil actions, including actions to recover money 
loaned at a greater rate, as damages for the detention of money after it becomes 
payable ; but judgment may be given in any court for the recovery of taxes 
assessed and paid upon the loan ; and the insurance upon the estate mortgaged 
to secure the loan whenever the borrower has agreed in writing to pay such 
taxes or insurance, or both. 

Src. 3. No borrower of money shall be permitted to set-off, or recover back 
by any proceeding in court, any sum of money paid by way of interest, discount, 
or damages for the detention of money in excess of the rate of six per cent. a year. 

’ Sec. 4. Nothing contained in this act shall affect any contracts heretofore 
entered into, nor any suit now pending. 

Sec. 5. All acts inconsistent herewith are hereby repealed. 
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SAvinGs BANKS AND THE RATE OF INTEREST.—On April 13th, a large num- 
ber of representatives of the savings banks of Connecticut held a meeting at 
Hartford to take action upon the new six per cent. interest law. There were 
fifty-two delegates present, representing forty-seven banks. The following 
resolution was adopted : 

Resolved, That waiving the question of the constitutionality of the Act relat- 
ing to savings banks, passed at the last session of the General Assembly, and 
approved March 12, 1877, we recommend to the savings banks of this State 
to only require the payment of interest on loans at the rate of six per cent. 
per annum, semi-annually, in all cases where the same becomes payable after 
April 20, 1877, when said Act takes effect. 


ILLINOIs.—The banking firm of Burnham, Condit & Co., at Champaign, has 
been dissolved. Mr. A. C. Burnham has purchased the interest of Mr. R. B. 
Condit. The business is continued under the firm-name of Burnham, Scott 
& Co., with the same capital, viz: $159,000. 


Iowa.—Mr. James P. Cox, President of the State National Bank of Keokuk, 
died in that city on April 4th. Mr. Cox has been President of this institu- 
tion from its first organization as a State bank, in 1865. Previously to that 
time he had been engaged in mercantile pursuits, and had acquired a hand- 
some competency. He was beloved and respected by the entire community 
in which he had so long lived. 


MASSACHUSETTS.—The Jamaica Plains Savings Bank, which was incorporated 
four and a half years ago, has paid all expenses and five or six per cent. 
dividends yearly, but the officers have taken no salaries, and are unwilling 
to continue it longer. The depositors were notified to withdraw their funds 
a short time since, and have done so to a considerable extent ; and now the 
Treasurer has converted all of the securities into cash, and is prepared to pay 
all depositors. It has done a small business, and at the last report had only 
150 open accounts and $22,035 on deposit. 

The West Boston Savings Bank, which suspended business January II, on 
account of impaired capital, resumed on April 2d, with a balance of $ 120,559 
over all liabilities. 

Mr. HENRY B. GROovES, Manager of the Boston Clearing House, died in 
that city on April 16th, after a brief illness. Mr. Groves has held this position 
since the organization of the Clearing House, in 1856, and his intelligent and 
efficient services fully justified the confidence reposed in him by the banks. 
The Clearing House Association held a special meeting on the 17th, at its 
rooms, for the purpose of taking action upon his death. 


Missouri.—Another bank in St. Louis, the Bank of North America, has 
gone out of business, and has transferred its business to the Bank of St. Louis. 
This reduces the number of banks in that city to forty-three, whereas it was 
sixty in 1873, which indicates the difficulties of transacting a banking business 
with profit during the troublous times of the past few years.. 


THE Two-cenT CHECK STAMP.—Among the most active workers for the 
abatement of this troublesome tax, is Mr. J. T. Heald, banker, of Wilming- 
ton, Delaware. Mr Heald has sent out, at his own expense, a large number 
of circulars to banks and bankers, in one of which he says: ‘‘ The two-cent 
check stamp tax is the least equitable, most perplexing, and meanest of the 
legal document and paper stamp taxes, all of which, with this exception, 
have been repealed. Its self-imposed collection involves the daily infliction of 
inconveniences and annoyances upon about one quarter, million of citizens, and 
is altogether an ‘unmitigated nuisance.’ . . . The subscriber has forwarded 
to the Senate and House nearly 1,500 petitions, with about 100,000 petition- 
ers, from all the thirty-eight States and from six Territories; had personal 
interviews with a large proportion of, and correspondence by letters and cir- 
culars with, all the members of both Houses.” 

Our readers will almost unanimously agree with Mr. Heald in his estimate 
of that tax. He urges all bankers to write, and have written by prominent 
citizens, letters to members of Congress, urging its repeal. 
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NEW JERSEY.—The State Bank of New Brunswick closed its doors on 
March 31st. There had been rumors of its unsoundness for some time, and 
depositors had been withdrawing their money freely for the previous few days. 
The bank suffered from the panic of 1873, and in 1875 instituted a suit 
against the Woodworth Carpet Company for nearly $1,000,000, on account of 
an alleged irregular transaction, but was defeated. A temporary suspension 
resulted, but the bank resumed business, and has struggled along till now. 


THE CHARGES AGAINST THE BANK SUPERINTENDENT.—The State Senate’s 
Committee on Banks met in this city on April 23d, and began the investi- 
gation of the charges preferred by the Receiver of the Mechanics and 
Traders’ Savings Bank against Dewitt C. Ellis, Superintendent of the Bank 
Department. From the testimony of Ira W. Gregory and Wm. Floyd, Examin- 
ing Committee of the Trustees of that bank, it appeared that in July, 1874, 
they found the bank insolvent, and subsequently notified Mr. Ellis, who made 
an examination and estimated the deficit at $25,000, which the witnesses 
thought he had, by over-valuation of assets, got much too low, and which he 
himself admitted would perhaps be more accurately stated at $50,000. Mr. 
Ellis wrote to the President in October, saying the Trustees must in some way 
make the deficit good. It appears he was afterward verbally informed that 
it had been made good from the profits. 

The evidence thus far adduced seems to prove only that differences of 
opinion existed, and that errors of judgment were made by Mr. Ellis. 


NorTH CAROLINA.—Two years ago this State adopted an Usury law which 
inflicted a forfeiture of double the principal and a fine of $1,000, for all viola- 
tions. In March that law was repealed, and the following act passed : 


A Bill to be entitled an Act to repeal chap. 84, Public Laws of 1874-75, and to 
regulate the rate of interest. 

WHEREAS, The penalties for the usurious lending of money are not enforced 
against National banks ; therefore, 

SECTION 1. Zhe General Assembly of North Carolina do enact, That chapter 
(84) eighty-four, public laws of 1874-75, be, and it is hereby repealed and the 
following substituted in its stead. 

Sec. 2. That the legal rate of interest shall be six per cent. per annum for 
such time as interest may accrue, and no more: Provided, however, That upon 
special contract in writing, signed by the party to be charged therewith, or by 
his agent, so great a rate as eight per cent. may be allowed. 

Sec. 3. That the taking, receiving, reserving, or charging a rate of interest 
greater than is allowed by the preceding section, shall be deemed a forfeiture 
of the entire interest which the note or other evidence of debt carries with it, 
or which has been agreed to be paid thereon. In case a greater rate of interest 
has been paid, the person by whom it has been paid, or his legal representa- 
tive, may recover back in an action in the nature of an action for debt, twice 
the amount of interest thus paid; provided such action is commenced within 
two years from the time the usurious transaction occurred. 


PENNSYLVANIA.—The directors of the State Bank of Harrisburgh voted, on 
March 30th, to go at once into liquidation, paying immediately twenty per cent. 
of all claims, and the balance as soon as the bank can realize from its assets. 
A circular, signed by the President and Cashier, says that this action has been 
induced principally by the unprofitableness of banking. The depositors and 
others are assured that the assets are ample to satisfy all claims. The circular 
states the assets at $202,585; liabilities, $162,049; surplus, $40,536. 

Mr. Tuomas BALcu, of Philadelphia, who died in that city on March 2gth, 
was prominently known as one of the best-informed men in this country, upon 
the monetary affairs of France, and upon those subjects of political economy 
especially understood in that country, where he resided for many years. 

Mr. Balch was the first to propose a Court of International Arbitration, 
which he did in 1865. He was an earnest student, and unwearied in research. 
His chief literary work was a history of the French settlers in America, called 
‘*Zes Francais en Amerigque,” but he has written several valuable pamphlets 
upon financial topics. Few Americans were so thoroughly conversant as he 
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with the theory and practice of French banking, and especially with regard to 
the Credit Foncier. His translation for the BANKER’S MAGAZINE of M. Wolow- 
ski’s paper, upon the payment of ‘‘The French War Fine” and its conse- 
quences (published in May and June, 1875,) will be well remembered by our 
readers. Mr. Balch was an earnest advocate of the the bi-metallic monetary 
theory, but such was his fairness of judgment and love of justice that, when 
attacked by his last illness, he was engaged in the translation for this Magazine 
of Dr. Bamburger’s recent pamphlet entitled ‘‘ Reichsgoid,” which is esteemed 
the ablest presentation of the mono-metallic view. 

Mr. Balch occupied a position in Europe enjoyed by few Americans not in 
public stations. He had intimate relations with many distinguished people 
both in Paris and London—with M. Guizot, and his son-in-law, Cornelis 
De Witt, and was the early and constant friend of Prevost-Paradol. He was 
also much respected and relied on in relation to American matters by some 
of the leading bankers in France, Germany and Holland. 


VIRGINIA.—In the Circuit Court of Augusta County, Virginia, were recently 
tried twelve cases of the Virxginia Banking and Trust Company vs. M. G. Har- 
man, or A. W. Harman, as principals, with various indorsers, in which the 
defence of usury was set up. 

Judge McLaughlin applied to these cases the same principles as in the suits 
of the National Valley Bank, which are reported on page —— of this number, 
and also held: 

1. That the penalities of the present usury laws in Virginia, are the same as 
those prescribed by the National Banking Act. 

2. That where a note was discounted at twelve per cent. when it was legal to 
exact that rate, a renewal of it at the same rate after a lower rate had been 
fixed by law, is not usurious. 

3 That the penalties for usury are those in force at the time the usurious 
loan is made. 

4. That where a discount was made while the Act of the Ist of April, 1873, 
was in force, at a higher rate than eight per cent., the lender is entitled to 
recover the amount of the note after deducting all payments for excess of 
interest over six per cent., with interest at the rate of six per centum from the 
maturity of the note. 


THE Hon. LoRENzO SABINE, who died at his residence in Boston on 
April 14th. was born in New Hampshire in 1803. After his removal to 
Massachusetts, Mr. Sabine held the position of Confidential Agent of the 
United States Treasury Department, was chosen a member of the thirty-second 
Congress, and was for many years Secretary of the Boston Board of Trade. 
For the past few years Mr. Sabine has led a life of retirement. He was a 
self-educated man, bred to mercantile life, but at an early period manifested 
such readiness as a writer, that he was subsequently induced to turn his atten- 
tion to literary work. Among other writings, he was the Author of an essay 
on banking, entitled ‘‘ Suggestions to Young Cashiers on the Duties of their 
Profession,” which obtained the prize offered by the BANKER’S MAGAZINE, and 
is now found in the ‘* Banker's Common Place Book.” 


A TELLER WHO KNEW HIS BusINEss.—An incident occurred the other day 
in an institution not a thousand miles from Lindsay, Ontario, which is thus 
related by the Post of that town. The Inspector from the parent bank was 
paying his usual visit, and had among other things counted the Teller’s cash, 
which was found ‘*O.K.” On returning the cash to the Teller, the latter 
at once carefully counted it. The Inspector, a little surprised, asked the cause 
of this needless ceremony, whereupon the Teller replied that he ‘‘never 
allowed any man to handle his, cash without counting it after him.” The result 
of this cool reply and business method was a prompt and handsome increase 
in the Teller’s salary. 


NETHERLANDS.—The Netherlands Second Chamber has unanimously adopted 
the bill establishing in the Dutch Indies a gold standard together with the 
silver standard. 
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DIVIDENDS OF THE BOSTON BANKS. 


| ComrILED FROM THE Reports oF J. G, Martin, Stock Broker, Boston. } 


Capital, —-Dividend-— -—Stock Quotations.*~ ' Surplus, 
April, Oct., April, Oct., Mch. 30, Fan. 20, 
Names of Banks. 1877. 1876. 1877. 1876. 1877. 1877. 


Atlantic National. ...........4+ $750,000 $133 - $133 + $300,000 
Atlas National......... seeees 1,500,000 117 ‘ 120 + 300,000 
Blackstone National... 2,000,c00 120 116 ‘ 352,000 
Blue Hill National...............+ 300,000 110s 105—Cti“w 33,285 
Boston National.... + 1,000,000 125 117 - 285,109 
Boylston National “ 700,000 133 ‘ 126 + 1§0,000 
Broadway National...........++ 200,000 95 93 35 
Bunker Hill National nave 500,000 165 ° 170 . 250,000 
Central National 5¢0,000 —S . ee . 9,000 
Columbian National........ sess 19000,000 144 ’ 144 + 400,000 
Continental National 1,000,000 110 105 100,000 
Eleventh Ward National........ 300,000 92 é 45 ° 12,000 
Eliot National...........+..+++. 1,000,000 113 ‘ III > 200,000 
Everett National..... 400,000 122 P 120 ; 64,682 
Faneuil Hall National........... 1,000,000 me . 136 250,000 
First National........sccccseece 1,000,000 2 206 + 1,000,000 
First Ward National 300,000 go ‘ 90 5,500 
Fourth National........ 200,000 woo, 97 P 2,000 
Freeman’s National 800,c00 116 * 114 P 160,c00 
Globe National 1,000,000 118. 230,000 
Hamilton National 750,000 118 + 150,000 
Howard National 1,000,000 115 160,000 
Manufacturers’ National 500,000 97 . 13,000 
Market National eens 800,000 112 101,055 
Mass. National, par $ 250....... 800,000 120 . 160,000 
Maverick National...... 400,000 145 - 175,000 
Mechanics’ National 250,000 130 60,000 
Merchandise National....... aie 500,000 107 : 3,000 
Merchants’ National............ . 3,000,000 141 - 1,050,000 
Metropolitan National..... . 500,000 me x — 

Monument National...... . 150,000 185 + 130,000 
Mount Vernon National........ 200,000 me 40,000 
National B’k of Brighton, p. $ 80. 300,000 93 50,000 
National Bank of Commerce .. . 2,000,000 114 . 500,000 
National B’k of Commonwealth. 500,000 _ . 70,000 
National Bank of North America. 1,000,000 108 ‘ 117,223 
National Bank of Redemption.. 1,000,000 145 + 500,000 
National Bank of the Republic.. —_:,500,c00 133. 300,000 
National City... 1,000,000 121. 119,649 
National Eagle ........ «sss 1,000,000 113° « ~—- 200,000 
National Exchange. .... 1,000,000 176 + 700,000 
National Hide & Leather. ...... 19500,CO0O 111% . =: 153,300 
National Market of Brighton.... 250,000 170 . 100,000 
National Revere 2,000,000 It - 257,000 
National Rockland .... 300,000 155  . 150,000 
National Security 200,000 203. ~=— 140,000 
National Union........ 1,000,000 151 500,000 
National Webster. 1,500,000 105 . 155,100 
New England National....... 1,000,000 143 432,272 
North National. 1,000,000 125 . 300,000 
Old Boston National 900,000 72 . 180,000 
People’s National.. 300,000 160 180,000 
Second National... 1,600,000 145 + 750,000 
Shawmut National.... ......... 1,000,000 122 P 200,000 
Shoe & Leather National........ 1,000,000 121 . 200,000 
State National ++ 2,002,000 115 - 96,000 
Suffolk National.......... sateee  1y500,000 126 - 260,000 
Third National. ee 300,000 120 120,000 
Traders’ National esime 600,000 105 ‘ 94,702 
Tremont National.......... ++ 2,000,000 115 164,589 
Washington National........... 750,000 140 . 280,453 
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The foregoing table presents the capital of each Boston bank, together with 
the last two semi-annual dividends, free of all taxes, and the amount payable 
on Monday, April 2. Also the market value for each stuck, dividend on, 
October 1, 1876 and at the present time. It is difficult to price the stocks 
accurately, owing to radical changes in dividends, which have not yet had their 
full effect, and in some cases the last prices may not be sustained. 

The bank dividends, though previously reduced very largely, still continue 
to diminish. The line of six per cents, of which at one time there was a large 
number, has been reduced to three, and of five per cents, once the leading 
figure, only three remain; 3, 2$ and 2 per cent. being the usual figures. 

Of the sixty-one banks within the limits of Boston, two pay 6 per cent., 
three 5 per cent., one 4} per cent., nine 4 per cent., three 33 per cent., 
twenty-two 3 per cent., one 3 per cent. quarterly, five 2} per cent., ten 
2 per cent., and five pass, making an average of almost precisely 3 per cent. 


COUNTERFEITS OF NATIONAL BANK NOTES. 


The following is a complete list of all the counterfeits of National bank notes 
that have been presented at the Redemption Bureau : 


TWOS, 


.. N. Y... Kinderhook... Nat. Union. 
‘* ... Linderport.... Nat. Union.* 
woe =... Peekskall. . Westchester Co. 
eocsocseeeee .. St. Nicholas. .» R. I... Newport Nat. of R. I. 


FIVES., 


-. Jewett City.... Jewett City. 


amneeeee Merchants’. ose as irst. 
i Traders’. sue .. New Bedford. Merchants’. 
... Aurora sai ... Northampton. First. 
.. Canton : we 4. Westfield Hampden. 
MICH., Jackson, People’s. 
TENS. 
«.. N. Y.., Lockport First. 
. ,.. Newburgh..... Highland. 
. .- "© ,., Poughkeepsie. City. 
.... Mechanics’, bis) ew e s¢ Far. & Mfrs’. 
.... Merchants’, PO ar First. 
Nat. oftheState.... ‘* ... First. 
eKeahieneg .-«- Union. dias ae S Flour City. 
... Lafayette Lafayette. ae aes Central. 
.. Richmond Richmond. waa: RP Syracuse. 
... Albany . Albany City. sac SS sus, Mutual. 
.. Auburn Auburn City. . PENN. Philadelphia... First. 
PENN., Philadelphia, Third. 


TWENTIES. 
Market. ... CONN.. Portland First. 
Merchants’. P| Papen, | hicago........ First. 
Nat. of Com’rce. . City.* 
OS sesaneaocmesen Shoe & Leather. ...  * ... Oneida. 
OO sierikaisaleemages Tradesmen’s. .. PENN.. Philadsiphia., Fourth. 


ONE HUNDREDS. 


WN. ¥. C8ry, s.ccec:. ... Comteal, ... MASS.. Boston 
OnzIo., Cincinnati, Ohio. 


* The National Union, Linderport ; First, Galena; and City, Utica; are no longer in existence. 
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CHANGES OF PRESIDENT AND CASHIER. 


(Monthly List; continued from April No., page 808.) 


APRIL, 1877. 
Name of Bank. Elected. In place of 


.. Merchants & Planters’ t (A. B. Peck, Pr G. B. Holmes. 


Nat. Bank, Montgomery } Robt.Goldthwaite, Cas. A. B. Peck. 


.... B. of Healdsburg, Healds’g. John N. Bailhache, Pr. W. S. Canan. 


Bent County Bank, ) ss 
West Las Animass Albert G. Siddons, Cas. J. H. Maugham.t 


Conn. Nat. B., Bridgeport.. Sam’l W. Baldwin, Pv. D. H. Sterling.* 


.. Farmers & Mechanics’ ( Alva Oatman, /7”...... 


Nat’l Bank, Hartford ( Wm. W. Smith, Asz. C. 


... Atlanta Sav. Bank, Atlanta. Lodowick J. Hill, Cas. R. H. Richards. 
... First Nat’l Bank, Newnan... H. C. Fisher, Cas 
..... Mt. Vernon N. B., Mt. V... N. Johnston, Pr. ...... A. M. Grant. 
... Livingston Co. N.B., Pontiac. J. M. Greenebaum, 77, E. G, Keith. 
.. First Nat’l B., Wilmington. John W. Stewart, Pz. A. J. McIntyre.* 


Merchants’ N. B., Evansville. H. L. Meadows, Cas..M. Henning 


... City Nat’l Bank, Goshen.... A. C. Jackson, 7 H. H. Hitchcock. 
.. First Nat’! Bank, Kokomo. C. A. Jay, Cas.......... W. P. Vaile. 


W. W. Sullivan. 


.. First Nat’] Bank, Burlington. William P. Foster, Cas. J. C. Osgood. 


.- Louisa Co. Nat’] Bank, ) 


Coleus Junction § S. C. Curtis, Pr........ A. Gamble.* 


... Merchants’ N.B., Fort Dodge J. M. Mulroney, /7.... H. Strong.* 
.... Mt. Sterling N. B., Mt. S.. H. R. French, Cas.....T. H. Summers. 

.. Merchandise N. B., Boston. J. F. R. Foss, Cas E. O. Rockwood. 
.... Com’l N. B., Kansas City... J. V. C. Kames, Pr... L. K. Thacher. 
... Laclede Co. Bank, Lebanon. Geo. A. Paddock, Cas. C. O. Tattershall. 

.. Bank of Tipton, Tipton...... A.E. Hawes, Acé’g Cas. H. A. Tompkins. 
... Pittsfield Nat’l B., Pittsfield. John A. Goss, Cas...... J. Carpenter. 

.. Hackettstown Nat’l Bank... John C. Welsh, Pv... P. Smith.* 

... First Nat. B’k, Cooperstown. E. M. Harris, Pr.......C. Graves. 

... First Nat’l Bank, Fulton. ... R. H. Tyler. Pv 

... Huguenot N. B., New Paltz. Charles W. Deyo, Cas. M. DuBois. * 

... First Nat. B’k, Port Henry. F. S. Atwell, Cas....... J. D. Atwell. 

... Nat’l Bank of West Troy.... B. McE. Shafer, Cas... G. B. Wilson. 

... Merchants’ N. B., Whitehall. E. W. Hall, Pr L. J. N. Stark. 
... First Nat. Bank, Wilson Frank W. Barnes, 7?r. W. D. Rountree. 

.- Ohio National Bank, ( John McClymonds, Pr. R. Hanna. 


Cleveland { H.S Kaufman, Acé. Cas. J. McClymonds, 


... First Nat. Bank, Delphos... Rudolph Reul, 7, J. M. C. Marble. 
.. First National Bank, (C.F. Brooke, Pr,.....: W. M. Brooke. 


Eaton ( Wm. M. Brooke, Cas.C. F. Brooke. 


... First National Bank, Ripley. E. R. Bell, Cas D. P. Evans.* 

... First Nat’] Bank, Van Wert. John A. Conn, Cas..... G. A. Sahlquist.* 
... Wayne Co. N. B., Wooster. E. M. Quinby, Pr. H. Armstrong.* 

.. First National Bank, Xenia. J. B. Allen, Cas F, A. McClure.* 
.. Carlisle Deposit Bank Adam Keller, Cas...... J. P. Hassler. 

... Second N. B.,Mechanicsb’g. William Bryson, Cas... A. Keller. 

... Delaware Co. N. B., Chester. Elwood Tyson, ?7.... R. H. Crozer. 

.. First Nat. Bank, Tremont... W. A. Huber, Pr Z. Batdorff. 


* 
Dece: 


... First National Bank, York... Z. R. Loucks, Pr...... D. E. Small. 


ased. + Removed to Miners & Merchants’ Bank, Lake City. + Not First N. B, 





CHANGES OF PRESIDENT AND CASHIER. 


.. Nat. Bank of C - P 
—— adie Edward A. Greene, Pr. A. D. Smith. 


.. Cleveland National Bank.... J. E. Raht, Pv........... W. B. Reynolds. 
.. National Bank of Columbia J. W. Keesee, Pr J. M. Towler. 


te Stones River Nat. Bank, ) : ; 
Murfreesboro I. J. C. Haynes, Pr... W. R. Butler. 


Farmers’ Bank, Norfolk Frederick Hardy, Pr.. H. C. Hardy. 


... First N. B., Chippewa Falls. Sam’l M. Newton, Pr. T. L. Halbert. 
* ,.. First National Bank, Racine. H. B. Munroe, Cas.... D. Andrews. 


oe 


DISSOLVED OR DISCONTINUED. 


( Monthly List, continued from April No., page 809.) 


.. Vallejo Bank, Vallejo ; in liquidation. 

.. German Bank, Denver; now German Nat. Bank, without other change. 
Suffield Sav. B’k, Sufield; suspended for go days by State Commissioner. 
Skilling, Carter, Arenz & Co., Beardstown ,; in liquidation. 

.- Noah Eby & Co., Coffeyville ; suspended. 

Garrard County Deposit Bank, Zancaster ; in liquidation. 

. First National Bank, J/onroe, suspended ; resumed business April 13, 

under new management. 

.. Bank of North America, St Zouis ; discontinued. Business transferred 

to Bank of St. Louis. 

... Britton, Lomax & Co., St Louis; dissolved. 

.. Lewis County Savings Bank, Canton ; suspended. 

.. State Bank, Mew Brunswick ; suspended. 

.. Bank of Avon (George W. Swan), Avon, suspended. 

.. National Bank of Gloversville, Gloversville ; suspended. 

. John Moss, Jr., Philadelphia, suspended; settled and resumed business. 

... Empire Bank, Aentown ; winding up. 

... Thomas & Taggart, Coatesville ; suspended. 

... Farmers’ Savings Bank, Fogelsville ; suspended. 

‘ ... State Bank, Harrisburg ; in liquidation. 
... Dougherty Brothers & Co., Harrisburg ; failed. 
.. Commercial National Bank, Avwoxville ; suspended. 


CHANGES OF TITLE, ETC. 


New York City. Commercial Bank; removed to 38 Pine Street. 
“ «CE. dS. Ballin & Co.; removed to 22 William Street. 
ILL..... Burnham, Condit & Co., Champaign; now Burnham, Scott & Co. 
IND. ... St. Joseph Valley Bank, Z/éhart; re-organized as a State Bank. 
‘¢ ... Hall, Weaver & Co., La P orte ; also styled B’k of the State of Indiana. 
Micu.. Lee & Goodell, Saranac ; now Lee Brothers. 
Mo..... Manufacturers’ Savings Bank, S¢. Zowés, now Manufacturers’ Bank, and 
moved to 111 North Third street. 
Oun10.. Citizens’ Bank, Aenton; succeeded by Kenton Savings Bank. 
.. Youngstown Savings and Loan Association, Youngstown ; reorganized as 
the Mahoning National Bank, with same officers. 
TEXAS. Boxley & Cole, Hempstead ; now William P. Cole. 
.. L. W. Mitchell & Bro., Saz Marcos; now Mitchell, Glover & Co. 
Va..... Farmers & Merch. Loan & Trust Co., Morfolk ; title now Farmers’ Bank. 
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NEW BANKS, BANKERS, AND SAVINGS BANKS. 
APRIL, 1877. 


(Monthly List, continued from April No., page 807.) 


. Place and Capital. Bank or Banker. N.‘Y. Correspondent and Cashier. 
.. Boulder First National Bank........ Donnell, Lawson & Co. 
Louis Cheney, Pr. Israel M. Smith, Cas. 
ss DOMVEE, ..cssc000 German National Bank.... Chemical National Bank. 
$ 100,000 George Tritch, Pr. Job A. Cooper, Cas. 
.. Deadwood Brown & Thum Kountze Brothers. 
Beardstown. ... People’s Batkssccccsssscsecs . ...., * seesnnes padaatets 
J. H. Harris, Pr. T. K. Condit, Cas. 
B’k of Indiana. ( Hubbard & Teter ) Winslow, Lanier & Co. 
A. W. Sweet National Bank of Commerce. 
.. Lawrenceburg. Anderson Co. Deposit B’k. Kelley & Alexander. 
Miners’ Bank 
’... Limestone Limestone Bkg. Co. (Jas. E. Markham) First Nat’l Bank. 
.. Youngstown ... Mahoning National Bank. Metropolitan National Bank. 
Joseph H. Brown, Pr. J. H. McEwen, Cas. 
.. Fort Worth.... First National Bank First National Bank. 
$ 50,000 M. B. Loyd, Pr. C. H. Higbee, Cas. 
.. Salt Lake City. T. R. Jones J. B. Colgate & Co. 


OFFICIAL BULLETIN OF NEW NATIONAL BANKS. 
Authorized to April 25, 1877. 


Capital.—_—— 
No. Name and Place. President and Cashier. Authorized. Paid. 
2349 First National Bank $5 
Fort Worth, TEXAs, C. H. Higbee. $ 40,000 
2350 Mahoning National Bank Joseph H. Brown 
Youngstown, OHIO. J. H. McEwen. 113,334 
2351 German National Bank... .... George Tritch 
Denver, COLo. Job A. Cooper. 100,000 
2352 First National Bank Lewis Cheney 5 
Boulder, CoLo. Israel M. Smith. 50,000 


a 


THE PREMIUM ON GOLD AT NEW YORK. 


MarcH—APRIL, 1877. 


1876. Lowest. Highest. 1877. Lowest. Highest. 1877. Lowest. Highest. 

- 16% Mch.26 43% . 4% Apri.to 

- 17% 27 4% - 4% II 

- 17% 28 4% =. 4% 12 

. 14% 44%. 5 13 

- 17% Good Friday. 14 

4 - 17% ; 5 - 5% 16 
November.... - 16% >. 17 
December ... . 15% . 4% 18 
1877. 5 19 


7% ; 5 20 
6 . ¥§ 21 
5% - § 23 

- 5k 24 








NOTES ON THE MONEY MARKET. 


NOTES ON THE MONEY MARKET. 


NEW YORK, APRIL 24, 1877. 


Exchange on London at sixty days’ sight, 4.88 a 4.88% in gold. 


The troubled condition of the political atmosphere in Europe, in consequence 
of the Turko-Russian war news, has not caused much perturbation here, except 
in the price of gold and of some other commodities, the market for which has 
become of late more sensitive than usual. The Bank of France has reduced 
its rate of discount to two per cent. Never before in the history of that prosper- 
ous institution has so low a rate been reached. In England, after the panic of 
1866, the bank rate fell for several months to two per cent., but, from peculiar 
circumstances, the rate of the bank of France was sustained above that minimum 
and never descended below 2% per cent. The plethora of idle capital in the 
European money markets is now more remarkable because the monetary ease 
is visibly extending itself and embracing within its area a larger space in the 
commercial world. Two reasons are assigned for the monetary stagnation in 
France ; one is the depression of the silk business at Lyons and elsewhere, and 
the other is the failure and disaster which have attended the financing operations 
in foreign loans, which for the last ten years have employed increasing amounts of 
capital in Paris and have resulted in the ruin of more than one of the most 
prosperous financial institutions of France. So far as our monetary situation is 
concerned the main interest attaching to these new movements of the money 
market in Europe arises out of the probable tendency to stimulate investments 
in American securities. For some time past foreign holders of our Government 
bonds have been selling them in consequence of the large amount of the five- 
twenties which have been called in for conversion into bonds bearing a lower 
rate of interest. The plethora of idle capital abroad is now so great, and shows 
so much tendency to increase, that there would be little doubt of an early 
increase in the demand for our securities in Europe but for two unfavorable 
circumstances. In the first place so much money has been lost by investments 
in foreign securities that capitalists and investors, both small and great, have 
acquired throughout Europe a great dislike and distrust towards foreign invest- 
ments. Secondly, the war excitement throughout the financial centers of Europe 
will tend to develop at first a strong desire on the part of capitalists to call 
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their money home, and to have it in a floating shape under their own immediate 
command, so that they may take advantage of any favorable conjunctures such 
as a great war at its outset seldom fails to present to capitalists for making 
large profits. In all probability this result will be developed very actively 
during the next two or three months. Should the war be prolonged, however, a 
reaction can scarcely fail soon to take place and its tendency will no doubt be 
to send capital to this country in large amounts for investment. In any case 
there appears to be little doubt that our money market will continue easy for 
several months to come. Some of our bankers and money lenders are looking 
forward to better rates next autumn. If the crop prospects are fulfilled an 
improvement will no doubt result from the demand on this country for grain, 
and the general activity of trade may thereby receive such a stimulus that the 
fall movements in the money market may receive an earlier development than 
usual. It is, however, premature to speak with much confidence on contingen- 
cies which are so remote and so complicated. 

The rates for loans show few changes. Call loans range at 2 to 5 per cent. 
according to time, collaterals and other circumstances. On Government bonds 
time loans are making at 2% to 4 per cent. Prime mercantile paper passes at 
3% to 5 per cent. There is a somewhat better supply of mercantile bills offer- 
ing, and some of our manufacturers in New England and elsewhere are already 
receiving some benefit from the war, in the demand not only for arms, but for 
shoes and other necessaries; for which a speculative demand is springing up in 
anticipation that the war is certain to be protracted and to draw into the cir- 
cle of its influence more than one of the great powers who are now neutral. 
The flow of greenbacks from this city to the interior has stopped, and the tide 
of deposits and of greenbacks is now setting towards this city as will be seen 
from the subjoined table : 


Legal Excess of 

1877. Loans. Specie. Tenders. Circulation. Deposits. Reserve. 
Mch, $ 259,690,200 . $ 22,391,200 . $ 44,454,000 . $15,732,100 . $ 221,820,000 . $ 11,390,200 
{€ Bl -eeee+ 259,828,700 .. 20,190,800 .. 44,356,000 .. 15,797,800 .. 219,738,900 .. 9,612,075 
April 260,196,800 .. 21,507,900 .. 42,257,200 .. 15,931,900 .. 218,246,400 .. 9,203,500 
oa 2595239700 -+ 19,768,600 .. 44,267,900 .. 15,961,400 .. 219,955,900 -- 9,039,775 
= 257,609,700 .. 20,254,300 .. 45,896,200 .. 15,984,000 .. 220,331,400 .. 11,067,650 


The Clearing-House exhibit of the Boston banks for the past month is as below: 


1877. Loans. Specie. Legal Tenders. Deposits. Circulation. 


+ee$ 129,235,800 ..+. $3,529,400 «+--+ $5,137,700 «+++ $72,380,800 .... $ 22,653,400 
129,664,800 ..++ 3,256,400 «+++ 5,541,000 «+++ 72,279,800 «+++ 22,807,700 
129,388,200 «+++ 2,979,000 «+++ 5,386,100 «.++ 73,871,900 «+++ 23,415,100 
127,020,400 «+++ 2,767,800 «++. 5,539,200 «.++ 73,313)500 «++. 23,387,600 
127,123,900 «+++ 2,619,700 «+++ 6,026,900 «..+. 73,513,600 «+++ 23,420,000 


The Philadelphia bank statements for the same time are as follows : 


1877. Loans. Specie. Legal Tenders. Deposits. Circulation. 
Mch.24......++$ 60,311,207 ..-- $1,762,772 +--+ $ 13,983,906 .--- $48,660,209 ...- $ 10,543,955 
60,666,149 +--+ 1,546,863 «.-+ 13,907,306 «+-- 48,426,355 +++ 10,592,830 

60,899,684 .--- 1,481,507 «+++ 14,073,425 +--+ 48,556,936 «~--- 10,637,179 

60,677,487 «+++ 1,373,098 «--- 15,231,956 -+++ 50,317,533 +++- 10,638,709 

60,760,918 ...- 1,303,800 ..., 15,952,149 +++. 50,834,215 «.++ 10,574,351 


It will be seen that the surplus reserve is now eleven millions and that it 
stands at about the same level as a month ago. There is however this differ- 
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ence, that the present statement is made up on rising averages, The cur- 
rency movement and the drain of deposits have now ceased to command special 
attention, as the time is passed in which they are most active. The stock mar-« 
ket has shown a feverish disquiet which does not augur very favorably for the 
future. Governments have been steady, but they have scarcely advanced as 
fast as gold during the last week. The old issues of the five-twenties have 
been somewhat weaker than the other descriptions, owing to the anticipation 
of their early payment and of the probable fall of gold. With regard to the 
funding operations of the early future, they are involved in some uncertainty. 
Secretary Sherman, it is said, wishes for no new legislation, but it is not 
improbable that some discussion on the subject will take place during the extra 
session of Congress. 

State bonds are dull and neglected, except the Louisianas, which have 
advanced in consequence of the political changes of the last week. The States 
of Connecticut and Pennsylvania are both offering new loans which will doubt- 
less be subscribed at full prices. 

Railroad bonds are rather less in favor, except those of the best trunk lines 
which are held in strong hands. If gold is likely to rise in price railroad 
bonds should certainly fall, but if specie payments are to be resumed January 
Ist, 1879, it seems natural to expect that, other things being equal, the best 
railroad bonds should rise in value, or at least that they should not recede. 

Railroad shares are less excited, but there is a very weak and unsettled feel- 
ing pervading the market. The coal roads have been trying to adjust their 
difficulties, and the western roads are likely to be able to show increased traffic 
during the second half of this year. Such at least are the opinions current in 
Wall Street and upon them better prices are predicted. 

Gold has been disturbed by the war news. Considerable oscillations have 
taken place in the market, owing to the changing opinions day by day as to 
the effects upon the shipment and the price of gold, which will be developed 
if a large export of grain and other produce should result from the demand for 
the war, and from the temporary stoppage of the Black Sea grain trade. 
Foreign exchange has advanced and closes strong. Subjoined are our usual 
quotations : 


QUOTATIONS : Mar. 26. Apr. 2. Apr. 9. Apr. 16. Apr. 24. 
10478 «+ 104% .. 105%. 107% .. 107% 
U. S. 5-20s, 1867 Coup- Py ar m1% .. 111% .. 11258 oe 112% 
U. S.new 10-40s Coup. III wi 111 o 1% .. 112% .. 113 
West. Union Tel. Co.. 62% .. 584% .. 56% .. 56% .. 58 
N. Y. C. & Hudson R. 93% -- 90% .. 92% .. 91% «- 8836 
Lake Shore 4998 «+. 47 a 4798s 47¥%3 +e 47% 
Chicago & Rock Island 100% .. 97% -- 96% .. 88% .. 86% 
New Jersey Central... 8% .. 8% .. 8% .. 7%, + 7% 
Del. Lack. & West.... 59 as 60% .. 57% «+ 524%. 48% 
Delaware & Hudson.. 49% + 50%... 47%, + 41% .. 44% 
North Western 32 sa 32 oe 32% +e 164% .. 16% 
Pacific Mail 20% oe 13% .. 17% .. 164% .. 17% 
a ccs 55% + 6% .. a 6% 
Call Loans - 2%@s . 2@5 oe 24@5-- 2 @5 
Discounts - 34@6.. 4@6 as 4 @6.. 3%@6 
Bills on London 4:8414-4.8614.. 4.8414-4.86%4.. 4.861%4-4.88%4.. 4.8714-4.89% -- 4.88-4.90 
Treasury balances, cur. $44,051,185 .. $42,231,889 .. $40,851,797 -- $41,664,750 .. $41,335,123 
Do. do. gold. $73,124,603 .. $74,026,844.. $74,716,670.. $74,877,259 $76,827,466 
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The imports for nine months ending March 31, and those for the same period 
in the two years preceding, are as below; the figures representing gold values. 


FOREIGN IMPORTS AT NEW YORK FOR NINE MONTHS ENDING MARCH 31. 
1875. 1876. 1877. 
Six months ending January 1 $ 175,110,736 sees $148,376,529 sees $47,027,452 
January 24,831,250 eee 29,756,259 par 27,646,337 
February 36,923,360 cece 2759779330 cece 26,659,268 
March 38,289,583 ents 32,818,867 een 34,462,295 


Total nine months.........+.... $ 275,154,929 eeee $ 238,128,985 sees $$ 235,695,352 
Deduct Specie....... ed aepaisemanince 8,074,782 nei 73356,039 . 29,378,650 


Total merchandise...... ....--- $ 267,080,147 sees $ 230,772,946 sees $$ 206,316,702 


As compared with previous years, the last nine months show a decline of 
sixty-two and a-half millions, from the same period ending March 31, 1874; 
and 107 millions from that ending March 31, 1873. Part of this decrease, of 
course, is in the lower price of goods, but the change as represented is still 
very significant. 

The exports of produce and merchandise for the same period of the current 
fiscal year show the gratifying gain of more than ten millions over those of 
1876; although those of 1874 and 1875 were still larger. The total at the end 
of March, 1874, was $ 256,867,560. 


EXPORTS (EXCLUSIVE OF SPECIE) FROM NEW YORK TO FOREIGN PORTS, FOR 
NINE MONTHS ENDING WITH MARCH 3I. 
1875. 1876. 1877. 
$ 140,508,524 «+.» $134,944,600 .... $151,493,635 
19,291,403 osee 21,800,226 Pree 25,403,169 
18,111,985 “aint 18, 304,987 a 19,662,718 
19,582,162 cece 20,944,776 sees 19)822,112 


Total produce.......ee.eeeeee06  $197,494,674 «+++ $195,994,589 sees $$ 216,381,634 
ROE specie. ..ccccccccccce. aacmeedive 48,995,477 wii 28,549,257 are 17,960,830 


Total exports $ 246,399,551 s+e- $$ 224,543,846 .... $ 234,342,464 
a eS 


DEATHS. 


At Kasson, MINNESOTA, on Saturday, February 3d, aged forty-seven years, 
Davip ANTHONY, President of the First National Bank of Kasson. 

At DETROIT, MIcH., on Saturday, March 24th, aged seventy-eight years, 
ELON FARNSWORTH, President of the Detroit Savings Bank since its organiza- 
tion in 1849. 

At KEoKuK, Iowa, on Wednesday, April 4th, aged fifty-three years, JAMES 
F. Cox, President of the State National Bank of Keokuk. 

At XENIA, OHIO, on Thursday, March 15th, aged forty-one years, FRANKLIN 
A. McCuure, Cashier of the First National Bank of Xenia. 


At VAN WERT, OHIO, on Saturday, February 3d, aged twenty-nine years, 
Gustavus A. SAHLQUIST, Cashier of the First National Bank of Van Wert. 





